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United States 

of America PROCEEDINGS AND DEBATES OF THE 99th CONGRESS, SECOND SESSION 

SENATE-Saturday, September 27, 1986 
(Legislative day of Wednesday, September 24, 1986) 

The Senate met at 8 a.m., on the ex­
piration of the recess, and was called 
to order by the President pro tempore 
(Mr. THuRMOND]. 

PRAYER 

The Chaplain, the Reverend Rich­
ard C. Halverson, D.O., offered the fol­
lowing prayer: 

Let us pray. 
Lord, give us ears to hear, hearts to 

receive, and the will to obey Your 
word. 

Though I speak with the tongues of 
men and of angels, and have not love, 
I am become as sounding brass, or a 
tinkling cymbaL And though I have the 
gift of prophecy, and understand all 
mysteries, and all knowledge; and 
though I have all faith, so that I could 
remove mountains, and have not love, 
I am nothing. And though I bestow all 
my goods to feed the poor, and though 
I give my body to be burned, and have 
not love, it pro/iteth me nothing. Love 
su.tfereth long, and is kind; love en­
vieth not; love vaunteth not itself, is 
not pujfed up, Doth not behave itself 
unseemly, seeketh not her own, is not 
easily provoked, thinketh no evil,· Re­
joiceth not in iniquity, but rejoiceth in 
the truth; Beareth all things, believeth 
all things, hopeth all things, endureth 
all things. Love never Jaileth: but 
whether there be prophecies, they shall 
Jail,· whether there be tongues, they 
shall ease; whether there be knowledge, 
it shall vanish away. For we know in 
part, and we prophesy in part. But 
when that which is perfect is come, 
then that which is in part shall be 
done away. When I was a child, I 
spake as a child, I understood as a 
child. I thought as a child: but when I 
became a man, I put away childish 
things. For now we see through a glass, 
darkly; but then face to face: now I 
know in part; but then shall I know 
even as also I am known. And now abi­
deth faith, . hope, love, these three; but 
the greatest of these is love.-I Corin­
thians 13. Amen. 

RECOGNITION OF THE 
ASSISTANT MAJORITY LEADER 
The PRESIDENT pro tempore. The 

distinguished and able assistant major­
ity leader is now recognized. 

THE CHAPLAIN'S PRAYER 
Mr. SIMPSON. Mr. President, how 

very topical are the remarks of our 
Senate Chaplain as he touches us 
deeply with the currency of his mes­
sage. That is, of course, one of the in­
spirational parts of the Bible. The 
13th chapter of First Corinthians, if I 
recall, not being a complete student, I 
can assure you, of that particular 
book, but knowing hopeful parts of it 
that guide us in our lives. 

It is a powerful statement. 
We will need all of that today. I 

think there is good spirit as we pro­
ceed. We have much to do. We had a 
late night last night and I commend 
Senator PACKWOOD and Senator BYRD 
in closing up the shop in the early 
hours and Senator BYRD is right here 
again this morning, and Senator PAcK­
wooD also. 

SCHEDULE 
Mr. SIMPSON. The convening hour 

is here. All time until 4 p.m. is divided 
for Senators to speak on the tax 
reform conference report by previous 
unanimous consent. Also by previous 
consent, a vote will occur on the adop­
tion of the conference report no later 
than 4 p.m. today. 

Following the disposition of the con­
ference report, the Senate will resume 
consideration of the drug reform bill. 
Therefore, votes will occur during 
today's session. 

Also, for the information of all Sena­
tors, if you have indicated to the lead­
ership that you intend to speak today 
on the conference report, you are 
urged to be prompt in that effort and 
make the statements as brief as possi-
ble-if that is possible! · 

With that, I believe there is no lead­
ership time reserved, but I certainly 

yield to the Democratic leader, Sena­
tor BYRD. 

THE CHAPLAIN'S PRAYER 
Mr. BYRD. Mr. President, let me 

share the distinguished acting Repub­
lican leader's. observations about the 
Chaplain's prayer. 

The Chaplain's prayer was a prayer 
of scriptural reading. And what is 
more inspirational than reading from 
God's word? Man adds nothing; man 
can only subtract. 

I think it is well that we take a 
moment and reflect upon the prayer 
of the Chaplain and recall that our 
forefathers believed in God and that 
all throughout our history there runs 
that continuous thread of belief in a 
divine being. 

The country will soon observe its 
200th birthday, and I refer to the writ­
ing of the Constitution. The country 
has been here for millions or billions 
of years, but the Constitution was 
written by our illustrious forebears in 
Philadelphia, the City of Brotherly 
Love, 200 years ago next summer. 

During those long 3 months, in that 
hot Philadelphia summer, our forefa­
thers labored, argued, and, at times, it 
seems that their labors would end in 
vain. There was much divisiveness and 
quarreling. 

One day Benjamin Franklin stood 
and addressed the Chair in which sat 
Gen. George Washington. Franklin 
said: 

Sir, I have lived a long time. And the 
longer I live, the more convincing proofs I 
see that God still governs in the affairs of 
men. If a sparrow cannot fall to the ground 
without our Father's notice, is it possible 
that we could build an empire without our 
Father's aid? I believe the sacred writings, 
sir, which say, "except the Lord build the 
house, they labor in vain that build it. 
Except the Lord keep the city, the watch­
man waketh but in vain." 

The oldest man at that gathering 
went on to say: 

I move you, sir, that henceforth we begin 
our deliberations with prayer, else we shall 

e This .. bullet" symbol identifies statements or insertions which are not spoken by the Member on the floor. 
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succeed no better than did the builders of 
Babel. 

That should be a lesson to all of us. 
Franklin's motion was agreed to, the 
deliberations moved forward, and out 
of that Constitutional Convention 
came the greatest document of its kind 
that was ever written-the Constitu­
tion of the United States. 

Franklin's words came, as they did, 
from a wise man, a man of varied ex­
perience, a man of great vision. Frank­
lin spoke in that great gathering of 
men-Washington, the General of the 
Armies at Valley Forge, the future 
first President of the United States. 
Franklin had the boldness and the 
good sense to stand and reflect openly 
and publicly as I have quoted him. 

Yet, today, God's name is often used 
but only in vain. We pause too seldom­
ly to reflect upon His goodness to us, 
and the blessings that He has 
showered upon this Nation. I am glad 
that, once, at least once every day, we 
do pause to reflect upon His works. 
"* • • except the Lord build the house, 
they labor in vain that build it." 

I indicated last night that I would 
take 10 minutes to speak on the tax 
conference report. I have taken my 10 
minutes to speak on something far 
more worthy. 

Mr. SIMPSON. Mr. President, that 
was a very moving revelation by the 
Democratic leader. He is our historian. 
He is the person that shares with us· 
the most about the history of this in­
stitution that we love and cherish, and 
is truly a student of our nascent 
growth and the Senate's growth as a 
legislative body. Another example of 
that was his very moving commentary 
about those early beginnings. 

I indeed thank him for that. 
<The remarks of Mr. BYRD at this 

point relating to the conference report 
on the tax bill are printed later in 
today's RECORD.) 

Mr. SIMPSON. It is my peripheral 
vision that now notes the Senator 
from Oregon beginning to pace, which 
is his wont. I do not believe there is 
any time for the leader, and there­
fore--

Mr. PACKWOOD. Actually, if I 
might interrupt the acting leader, in 
our unanimous consent we agreed that 
the time between 8 and 9 o'clock 
would not be charged to our time. We 
hope to have speakers here at 8:15 and 
another 9:30. And that time will be 
charged. Until they arrive, and we 
have no speakers, we would be perfect­
ly agreeable to go on. 

Mr. SIMPSON. I do have a comment 
or two, but it has nothing to do with 
First Corinthians or the early history 
of our legislation and our legislature. 

There are those here in this Cham­
ber who are interested, I think, in this 
issue of which I shall speak so I will 
take 5 minutes and yield to myself 
what time is really unyieldable and 
comment very briefly on immigration. 

IMMIGRATION LEGISLATION 
Mr. SIMPSON. Mr. President, I 

know the occupant of the chair, the 
chairman of the Judiciary Committee, 
Mr. THURMOND, has been the most ex­
traordinarily supportive and gracious 
chairman that I could ever have to 
deal with on this issue, which again I 
say, as I have said many times before 
is fraught with emotion, fear, guilt, 
and racism. Yesterday, the great en­
gines of immigration reform churned 
the craft into the shoals of the House 
of Representatives. There is really no 
need to place blame. There is surely 
enough blame to go around when you 
get to this very emotional issue. But it 
would be very unfortunate to say that 
it fell aground on the issue of parti­
sanship. 

The issue is not a partisan issue. It 
passed this Senate three times in past 
years by substantial votes, 80 to 19, 76 
to 18, and 69 to 30 was the last time. If 
we keep going, we will slip down under 
50 before we know it because people 
seek perfection somehow in this par­
ticular legislation. There is no such 
thing a perfection in legislation any 
more than there is perfection in our 
lives. 

The steady players have remained 
the same over there, Congressman 
RODINO, Congressman MAZZOLI, Mr. 
FISH, and Mr. LUNGREN. A new and 
bright player CHUcK ScHUMER, aDem­
ocrat from Brooklyn, felt he had the 
key to perhaps getting it out of the 
House with his proposal. That did not 
prove to be so. It proved to be very 
contentious. It was an issue that had 
to do with guest-workers, if you will, 
or at least agricultural labor. And that 
is a very contentious issue, obviously. 

The problem was with the crafting 
of a rule. And in the crafting of the 
rule it was felt that there was an ex­
clusion of a side, and that one of the 
sides would not be heard under the 
crafting of the rule and thus arose the 
specter of partisanship which is, I be­
lieve, more intense in the House than 
here. That is a reality. I think that 
comes from a House that has re­
mained in control of one party for so 
many years. 

It is a cleansing experience to have a 
legislative body change its party lead­
ership, and party majority. I would 
say that-and I have said it-about Re­
publican-controlled legislative bodies. I 
really do believe that. I said that 
about our own legislature when I was 
a member of the majority party in 
Wyoming. 

You do not really need to sweep 
house with the member players. You 
need to sweep house with the encrust­
ed staff down underneath who watch 
the Mazzolis come forward or the Lun­
grens come forward in recent years 
and they kind of chuckle and say, 
"Oh, wait a minute. Somebody did 
that back in 1960. It did not work 
then, and you don't want to mess 

around with that." They become cyni­
cal staff. That it what I find when you 
see the encrusted staff of either party 
who become barnacles to show us in 
what we try to do as we press and slide 
forward with our fragile barks in this 
place. But I think they put an exquis­
ite twist on the rack over there while· 
trying to get their fingerprints off the 
windpipe after the assault. That is 
always difficult to do. 

I do not think the Republicans in 
the House brought down immigration 
reform. I do not believe that at all. 
That would be an absurd statement, 
any more than that the Democrats 
brought down immigration reform. 

I noted the morning press comment 
of Mr. Wade Henderson of the ACLU, 
for whom I have the greatest respect. 
He is a remarkable young man. He was 
laying a bit on DAN LUNGREN. Yet in 
this session, as I say there is a seeking 
of perfection, and that organization, I 
think, sometimes only fuels the confu­
sion, the chaos, and the discrimination 
that is present in the status quo. The 
status quo in America is that there are 
3 to 12 million human beings here 
being used and exploited. This bill 
would have legalized their presence in 
the United States. I think it was a 
worthy goal. 
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But at least the organization was 

half right in the comment that I noted 
this morning. 

It is that the greed of the growers in 
the perishable fruit and crop industry, 
particularly in the west coast area is 
insatiable. I do say that clearly and 
that is not said in harshness or vitu­
peration. It is the total reality of im­
migration reform. 

There is no way that they can be 
satisfied. Their entire function in life 
is that when the figs are ready, the 
figs should be harvested and if they 
need 4,000 human beings to do that, 
they do not want to mess around with 
the Department of Labor or the ordi­
nary procedures of the H-2 Worker 
Program, which is used very well in 
many States, including the State of 
the Democratic leader. The H-2 Pro­
gram is not used because the other is 
so abused. 

So, the greed of the growers brings it 
down one more time and yet the irony 
of it is that only 8 to 15 percent of the 
illegal undocumented persons work in 
agriculture. 

So as we fiddle around with the 
issue-watching this tremendous tail 
which is larger than a mastodon's tusk 
controlling the whole body of immi­
gration reform, which is about the size 
of a pack rat, then you know some­
thing is out of whack in America and 
these growers make it out of whack. 

So, I hope the people of America will 
now really turn their attention to that 
particular group and maybe ask them 
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if they are so dependent upon illegal, 
undocumented, exploited people that 
they will go broke, and if that is the 
case, then let us find that out on the 
floor of the legislature instead of dab­
bling in the revelry of what we do 
here. That is the issue and that is the 
issue that should be addressed. 

I would just say, too, that the Presi­
dent has always been right there with 
us on immigration reform. He has 
always been willing to meet with Con­
gressman RoDINO and the rest of us on 
the issue. It would be most unfortu­
nate and unfair to say that he was 
somehow at the root of the failure of 
the legislation. 

The failure of the legislation came 
in the agriculture area with an amend­
ment that was very thoughtfully pre­
sented which would have essentially 
allowed a person to receive a green 
card, the "creme de la creme" of entry 
into the United States, if they worked 
in agriculture for only 60 man-days a 
year. 

That is what brought it down. There 
is not a question in my mind that we 
could not have resolved our differ­
ences on that in conference, but so it 
is. And the irony of that measure 
would have been that those people­
such as these literally toiling within 
yards of our Capitol building who 
labor as dishwashers and construction 
crewmen and have been here for 5, 6, 
10 years, and established equities, and 
often given birth to U.S. citizen chil­
dren would not have received the same 
status. They would have received a 
lesser status than someone who had 
been here for 60 days working in agri­
culture, and that was the reason the 
President could not come aboard. He 
would have, I think, vetoed the bill if 
that had remained, but there was not 
a question in anyone's mind we could 
not have resolved that in conference. 

So that is a little bit of a relation of 
where we are. The interesting thing 
about this arena is you do not really 
have time to exult in victory, but that 
gives you the opportunity not to have 
the time either to be morose in defeat. 
You just move on to another item. 

So, I share with my colleagues that 
there are still some days left in the 
session and it will not be my intent to 
belabor it or go off in the corner and 
pout and think of greater days. But as 
that famous coach of the old Washing­
ton Bullets said, "the opera is not over 
until the fat lady sings," and addition­
ally it is baseball season, too. I have 
seen some games go 24 innings. Maybe 
we can yet present something to the 
House which will enable them to act 
because I know that if they get to an 
honest up or down vote there will be, I 
think, a good expression of support. 

That vote has not been able to be at­
tained. Maybe it can, but I do not 
choose to take any of my colleagues 
through the jumps over here, but we 
shall see what we might do. The 

House Rules Committee may meet 
again. I think they well may do that 
over there. In an hour they could craft 
a new rule which would give an up and 
down vote on that agriculture issue 
and then we would see what would 
occur. 

If nothing does occur this year, it 
will be my honest intent, without any 
sense of petulance, as I say, to go for­
ward next year in my duties, God will­
ing, in the majority or in the minori­
ty-and, of course, I fully assume that 
that we will be the majority-and I 
shall work toward the corrections that 
need to be accomplished with legal im­
migration in America because we have 
a situation where we have lost track of 
the need for seed immigrants, we have 
a huge and rather distorted legal im­
migration theme working out. Senator 
KENNEDY is interested in some new leg­
islation with regard to Irish immigra­
tion, others seek a reexamination of 
preferences, exclusions under McCar­
ran-Walters, and those kinds of things. 
We would await the House of Repre­
sentatives to send us something, and I 
think that sometime next year they 
will, bec.ause I think there are serious 
pressures on the United States and the 
Congress when we have a 1.8 million 
people crossing our borders illegally 
last year from 81 different nations and 
here we wonder about and debate and 
discuss here terrorism and illegal 
drugs. 

I have never used the immigration 
bill to excite people on those lines, and 
I will not, or that it was a jobs bill. 

But I think that obviously if you are 
going to talk about the security and 
the sovereignty of a country you have 
to control your borders. It is that 
simple. 

It is no xenophobia. It is reality. 
And I have been watching carefully. 

The Senator from Oregon is still 
pacing and no one is here at the 
present time. 

Mr. BYRD. Mr. President, will the 
distinguished Senator yield? 

Mr. SIMPSON. Indeed I yield to the 
Democratic leader. 

Mr. BYRD. Mr. President, Plato 
thanked the gods for having lived in 
the age of Socrates. 

May I say to the distinguished Sena­
tor who has tried and tried again to 
get an immigration bill enacted, it was 
not perfect, as no legislation is ever 
perfect, but immigration legislation is 
needed. He has seen it fail more than 
once. 

Yet, I hope that the distinguished 
majority whip will take comfort that 
another great philosopher, Plato, I am 
told, wrote the opening sentence of 
the Republic 16 times before he was 
satisfied. 

Thomas Carlyle once after years of 
labor loaned a friend a transcript of 
his new book to read and to comment 
on to him, the author. The friend's 
house burned down and with it the 

cherished work of Carlyle. But Carlyle 
set to work again and brought forth 
an even greater product than the earli­
er one. 

So I hope the distinguished majority 
whip will not be discouraged. 

I have found after many, many years 
that there is nothing like patience and 
tenacity. When those two virtues are 
combined one may marvel, "What 
hath God wrought?" 

So take comfort, my friend. 

0 0830 
I shall stand with him the next time 

around again. 
Mr. SIMPSON. I thank the Demo­

cratic leader for good counsel and 
friendly advice which I have learned 
to accept in my time as assistant ma­
jority leader. I appreciate that very 
much. It is just that the midwifery of 
it all gets heavy. The body remains 
very heavy and I would like to deliver 
the whole thing some day. 

Mr. BYRD. "The spirit is willing, 
but the flesh is weak." 

Mr. SIMPSON. But I do appreciate 
that. 

Does the Senator from Oregon wish 
to comment? 

Mr. PACKWOOD. No, I could not 
add anything to the philosphy that 
has already been expressed by the 
Democrat and Republican leaders 
today. I am still exercising patience in 
the hopes that some of our speakers 
will show up. 

Mr. SIMPSON. Mr. President, I sug­
gest the absence of a quorum. 

I do recall a marvelous bit of phi­
losphy which was entitled "Press On," 
and it talked about the omnipotence, 
perseverence, and how someone would 
say. "He was marvelously educated 
and yet he was an educated derelict, 
unfortunately," or, "He had this ad­
vantage, but unfortunately he did not 
take advantage of it." 

So I would enter that little squib 
into the record. It is a dandy, and I 
wish I remembered it all. 

Somewhere along the line we all end 
up where we have to walk the walk in­
stead of talk the talk. That is what 
this place is about. You can wait for 
perfection and it will never come. The 
best way to do it is just to put your 
head down and plow along. That is 
what I like to do. I must be a perverse 
rascal. The Senator from Oregon 
knows that feeling and the Senator 
from West Virginia has proven that in 
his legislative career. You just keep 
plowing and eventually you get the job 
done. 

Mr. BYRD. Mr. President, I thank 
the distinguished Senator for the serv­
ice that he renders daily. 

Mr. PROXMIRE addressed the 
Chair. 

The PRESIDENT pro tempore. The 
distinguished Senator from Wisconsin. 

\ 
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Mr. PROXMIRE. I thank the distin­

guished President pro tempore. 
I might say that the distinguished 

minority leader never falters. He 
always comes through with his mar­
velous sense of humor. He is a great 
asset to this body. I cannot stand for 
his downgrading this great talent that 
he has. 

Mr. BYRD. Will the Senator yield? 
Mr. PROXMIRE. I yield. 
Mr. BYRD. Words fitly spoken are 

like apples of gold in pictures of silver. 
I thank the distinguished Senator for 
his kind and overly charitable re­
marks. They have given me the tonic 
that I need for this long day. 

Mr. PROXMIRE. I thank my good 
friend from West Virginia. With the 
possible exception of George Will, 
nobody can come up with these quota­
tions better than the minority leader. 

IS STAR WARS BAD FOR THE 
NATION'S SCIENTIFIC PROG­
RESS? 
Mr. PROXMIRE. Mr. President, 

SDI spinoffs cannot begin to justify 
the hundreds of billions of dollars this 
Nation is expected to pour into this 
project. Recently I contended on the 
floor that the scientific advances 
achieved through SDI side effects 
could be accomplished far more quick­
ly and with a great deal less cost by re­
search aimed directly at the problem. 
For example, if we need research to 
improve our conventional arms, we 
should appropriate money expressly 
for the purpose of achieving break­
throughs in conventional arms. We 
should not rely on the happenstance 
that in trying to build a shield of 
battle stations to stop adversary 
ICBM's we may stumble across a de­
velopment that will enhance the qual­
ity of our planes or tanks or attack 
submarines. 

Mr. President, this Senator herewith 
apologizes for that speech. I was 
wrong. I was wrong because I badly 
understated the case against star wars 
spinoffs. The fact is that SDI will not 
enhance scientific progress even a 
little. No, not by erratic, marginal 
amounts. The fact is that SDI or star 
wars will retard, and I mean seriously 
retard, scientific progress in other 
fields in our country including conven­
tional arms, health, and in this coun­
try's industry and commerce. Why is 
this the case? An article in the Sep­
tember issue of Dun's Business Month 
by Fred Guterl tells why. The article 
quotes Arvid Larson, principal at Booz 
Allen & Hamilton and a consultant to 
SDI. Larson says, "Most of the tech­
nology in SDI just doesn't have any 
equivalent application in the commer­
cial sector." Edward David, White 
House Science Adviser to President 
Nixon, hits the most significant conse­
quence of SDI for American business. 
He says, "Mega projects like SDI take 

some of the most sophisticated and 
best people away from commercial 
R&D." Mr. David goes on to charge 
that SDI recruitment has already 
taken so many researchers from com­
puter related fields that there are few 
left for civilian pursuits. "In the mean­
time our manufacturing technology is 
going to the dogs." 

Now, Mr. President, to date this may 
be an exaggeration but the fierce 
effect of the brain drain is just begin­
ning. Star wars has been budgeted at 
about $2 to $3 billion in the last couple 
of years. It will be budgeted at about 
$3.5 billion in 1987. That makes it 
easily the Nation's biggest technology 
project. But if it is to proceed on 
schedule it will rapidly become the, 
and I mean the Nation's overwhelm­
ingly dominant and almost exclusive 
technology project all by itself. We are 
not talking about $3 or $4 or $5 billion 
programs in the future. By 1994 we 
are talking $90 billion, and hundreds 
of billions if SDI is ever built and de­
ployed. What does that mean? That 
means that literally tens of thousands 
of the Nation's best scientists will be 
yanked away from conventional weap­
ons research, from safety and health 
research, from automotive and aero­
nautic research, and from research de­
signed to make a cleaner environment. 
They will be put to work to build an 
impenetrable rainbow that will try to 
protect our country from incoming nu­
clear ICBM's. 

Can there be any question that each 
and every one of these fields will make 
far less of the crucial scientific 
progress that is so important for our 
country? 

And that is not all. 
Mr. President, there are at least two 

reasons that I have not mentioned 
why the so-called spinoffs from SDI 
will be minimal at best and cannot 
begin to match the loss in scientific 
progress to this country caused by the 
diversion of so much of our scientific 
genius to this hapless, hopeless 
project. First, as Mr. Guteri points 
out: "The lion's share of SDI funds are 
tagged for the development of highly 
specialized weapons." Think of it, only 
3 percent of the SDI budget goes for 
basic research into broadly applicable 
technologies. Where does it go? Three­
quarters of it goes to defense contrac­
tors such as Boeing. Twenty percent 
goes to Department of Energy labora­
tories. Oh, sure, some spinoffs may 
emerge even from this work, but they 
are very rare, indeed. 

Second, Mr. President, virtually 
every SDI program is classified at 
least in part. As David Williamson, a 
policy consultant to NASA has said, 
"If it's classified, it will sit behind 
green doors." Obviously the commer­
cial and the industrial sector of our 
economy is shut out of classified re­
search, so are researchers anxious to 
pursue health and safty research that 

could effect the development of cures 
for cancer. 

Perhaps the most eloquent testimo­
ny on the failure of SDI spinoffs to 
compensate for the loss of scientific 
genius to humane purposes by star 
wars is personified in the case of Peter 
Hagelstein. Hagelstein came to re­
search work at the Livermore labora­
tory as a 22-year-old genius 10 years 
ago. He came because he dreamed that 
the super equipment at Livermore 
might help him develop research that 
could lead to a cancer cure. He suc­
ceeded at Livermore in developing a 
laser in 1979 that led to the major 
breakthrough that convinced some 
that SDI might work in part to defend 
against an enemy nuclear attack. Here 
was a young man who epitomized the 
kind of scientific talent that would 
enormously advance our struggle 
against cancer. And what was he 
doing? He was devoting that ability to 
star wars. Well, a few weeks ago Ha­
gelstein quit the SDI project. He quit 
at least in part because he found his 
great laser breakthrough was most 
likely to be used primarily for offen­
sive antisatellite purposes. Just think 
what those 10 years Hagelstein devot­
ed to SDI research might have done 
for cancer research. Mr. President, 
multiply that story of this young sci­
entist by the other scientists, the 
other Peter Hagelsteins currently 
working on SDI and the far more who 
will be diverted to it in the future. Of 
course, there will be an occasional 
spinoff for a constructive purpose. But 
the net effect is sure to be a very big 
loss for this country and for human­
ity, too, as one of this Nation's most 
precious assets, its scientific genius, is 
squandered on this empty dream of 
star wars. 

MYTH OF THE DAY: THE 
BIGEYE BOMB WORKS 

Mr. PROXMIRE. Mr. President, the 
myth of the day is that the Bigeye 
bomb works well. The Senate has 
funded it. It should work well. But it 
does not. 

Nothing has changed since the GAO 
reported in May that the Bigeye bomb 
just does not work well. 

The GAO, believes, Mr. President, 
that the Bigeye has not met its techni­
cal specifications. 

GAO reports that test results to date 
present major and continuing incon­
sistencies, test criteria are ambiguous 
and uncertain, and solutions to the 
technical problems have only made 
things worse. 

Technical fixes are causing oper­
ational problems and uncertainties. In 
the case of the Bigeye, the cure just 
might be worse than the disease. 

Also, Mr. President, it is question­
able whether or not the unitary 
chemicals inside the bomb will mix 
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properly and make a binary weapon at 
the right time. And it is also probable 
that American pilots dropping the 
bomb will be vulnerable to attack by 
enemy air defenses. 

Some argue, Mr. President, that any 
chemical defense, even an inadequate 
one, is better than no defense at all. 
They say that the Bigeye bomb serves 
as a deterrent to a more deadly de­
fense, nuclear weapons, that could or 
might be used by this country if we 
had nothing else. 

Others simply say that the ability to 
retaliate with chemical weapons will 
increase the possibility of a nuclear 
war. 

Mr. President, I am not here to 
argue either of these points. 

I am here, however, to see that the 
American taxpayers get adequate bang 
for their bucks. Giving the public the 
false hope that the Bigeye bomb 
works because the Senate voted to au­
thorize a 5-year, $1 billion production 
program, is nothing more than a 
myth. 

Let us face it, right now we have a 
dud. This is not a fancy 20th-century 
weapon. The Bigeye bomb is nothing 
more than a long and painful experi­
ment that the Defense Department 
has been developing for the last 23 
years. 

And, Mr. President, after 23 years of 
research and development it still does 
not work and yet we voted to author­
ize 5 years of production funding. 

0 0840 
Mr. PACKWOOD. Mr. President, I 

ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDENT pro tempore. 
Without objection, it is so ordered. 

Mr. PACKWOOD. Mr. President, I 
yield 10 minutes to the Senator from 
New Mexico [Mr. DOMENICI]. 

The PRESIDENT pro tempore. The 
�a�b�l�~� Senator from New Mexico is rec­
ognized. 

Mr. DOMENICI. Mr. President, I 
thank my friend from Oregon. 

TAX REFORM, ACT OF 1986-
CONFERENCE REPORT 

Mr. DOMENICI. Mr. President, we 
have arrived at a historic moment in 
the U.S. Senate and in America. Obvi­
ously, a number of Senators have 
taken to the floor of the Senate and 
talked about the shortcomings of this 
tax reform bill. A number have taken 
to the floor to talk about the positives, 
the good things, the benefits of this 
new bill. I just want to take one 
moment, right at the beginning, to 
talk a bit about the past tax laws, be­
cause basically, I am going to support 
this bill. 

I have come to the conclusion, espe­
cially over the last 3 or 4 weeks, that 
indeed, it deserves the overwhelming 
support of the U.S. Senate and the 

American people. But just one word 
about all of those statements that 
have been made about the new tax 
reform, the new law of the land on 
taxes, and the inequities that people 
claim are existent within it. 

I only wish we would have had time 
to go into the current tax laws and 
cite for the U.S. Senate and the Amer­
ican people-! think they already 
know-the literally thousands of in­
equities in the law that now exists. For 
those who think it is unfair that a 
renter might not be getting quite as 
good a break as a homeowner under 
this new cc.de, just imagine how many 
hundreds and hundreds of tax shelters 
exist which make millions and millions 
of Americans say, how come the other 
fellow pays less taxes and earns about 
the same amount as I do? In essence, 
as I look at this, this is hallmark legis­
lation for a number of reasons. We 
had filled our Tax Codes with shelters, 
with exemptions, with preferences, for 
40 years and it was like a great brick 
wall, with all different colored bricks, 
all affecting people differently. This is 
a historic effort to start anew. 

No army is as powerful as an idea 
whose time has come. The idea is the 
Tax Reform Act of 1986. So the time 
is now. That is probably the most pow­
erful idea around. 

The American people want tax 
reform because our system is too com­
plicated, it is inequitable, it interferes 
with economic choices of households 
and businesses. This country needs it 
because our system is a voluntary 
system, nourished by general taxpayer 
support which depends on taxpayers' 
con{ldence in the fairness of the 
system. 

Over the years, the Tax Code's in­
tegrity has been compromised. The 
size of the underground economy is 
evidence that compliance has been de­
creasing. Our underground economy is 
the seventh largest economy in the 
world, in excess of $100 billion. Four 
out of five taxpayers, from what I can 
discern, look around and say already, 
at this point, why should I be paying 
my taxes when others are not paying 
theirs? 

Some have argued that this unfair­
ness is more a perception than a reali­
ty. However, the perception is that 
fairness is eroded by layer upon layer 
of tax loopholes and shelters. Costs 
have grown over the years. 

In 1967, the value was about $37 bil­
lion. The value of all loopholes will 
now, this year, if we do not carry out 
this reform, be over $400 billion. This 
bill eliminates a majority of those 
loopholes and abuses. It is not perfect 
but it is fairer than what we have now. 

· Some of these shelters will survive and 
maybe they should not, but it does go 
far, far in other areas to make the law 
more equitable and to make invest­
ment in the American economy more 
neutral. 

The bedrock of this tax reform is 
that people who earn the same 
amount of money should pay approxi­
mately the same amount of taxes-a 
simple, commonsense proposition. I 
think it is time we returned to that 
basic premise. I look around the world 
and I see some countries-France, for 
instance-where, when you earn a lot 
of money, their laws are so complicat­
ed that you literally negotiate your 
tax return with a tax collector. Think 
what would happen in America if we 
relied up that instead of the voluntary 
paying of taxes. 

(Mr. PACKWOOD assumed the 
Chair.) 

Mr. DOMENICI. Mr. President, I see 
my friend from Washington on the 
floor. I understand he has a time prob­
lem. I shall be glad to yield to him. If I 
have a couple of minutes at the end, I 
shall just wrap mine up. 

Is the Senator prepared to proceed? 
Mr. GORTON. Mr. President, I 

greatly appreciate that kind offer. The 
Senator from Washington is prepared 
to proceed. 

Mr. DOMENICI. I yield whatever 
time I have remaining to the Senator 
from Washington. 

Mr. GORTON. I thank my friend 
from New Mexico. 

Mr. President, it is nearly 73 years to 
the day that this body first approved a 
permanent income tax law for this 
country. This new law-which passed 
on October 1, 1913-was described by 
its authors as a response to "the gen­
eral demand for justice in taxation 
and to the longstanding need of an 
elastic and productive system of reve­
nue." They predicted that, once the 
bill was put in place, the new law 
would "meet with as much general sat­
isfaction as any tax law" and that "all 
good citizens • • • will willingly and 
cheerfully support and sustain this, 
the fairest and cheapest of all taxes." 

It did not turn out exactly that way. 
In the 73 years since these words were 
written, Congress has expanded, re­
modeled, refashioned, and revised the 
Tax Code. The first tax brackets were 
set at rates between 1 percent and 7 
percent-rates have since been, on oc­
casion, above 90 percent. The income 
tax, which was initially levied on a 
select few, is now paid by many­
indeed, too many-individuals. 

Numerous deductions and credits 
have been added to the code as Con­
gress has increasingly come to view 
the Tax Code not simply as a revenue­
raising system, but as a tool to achieve 
all sorts of social goals-not always 
successfully. 

In recent years, the Tax Code has 
become so complex and confusing that 
even the smartest and most sophisti­
cated taxpayers are frustrated by the 
task of filling out a tax form. Perhaps 
the most dramatic symptom of this is 
the industry of tax avoidance that has 
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grown up around the Tax Code. I am 
not speaking of ordinary financial 
planners. I mean the growth of an 
entire industry that has developed 
with the goal of trying to structure in­
vestments and economic activity 
simply to avoid taxation. The impres­
sion has grown-an impression which 
unfortunately has much basis in 
truth-that too many people are get­
ting away without paying their fair 
share of taxes. This perception is a se­
rious problem in a country that has 
always had a tradition of voluntary 
tax compliance. 

Mr. President, as a result, today 
there is once again a "general demand 
for justice in taxation." There is a sig­
nificant lack of the "willing and cheer­
ful support" of the Tax Code that was 
first envisioned in 1913. As a result, 
Congress has spent 2 arduous years 
studying and considering this tax 
reform bill. The distinguished chair­
man of the Senate Finance Committee 
and the ranking minority member are 
to be commended for reporting a bill 
which, regardless of whether one sup­
ports or opposes it, is clearly a serious 
effort at true tax reform. 

0 0850 
I regard my vote on this measure as 

one of the most important of my 
Senate career. I have labored long and 
hard studying the proposal, and have 
sought the opinions of innumerable 
constituents, tax experts, and others. 
In my mind, the bill must be evaluated 
against fundamental criteria of fair­
ness and the long-run impact on our 
economic well-being. 

For me, a vital consideration was 
whether my constituents in Washing­
ton State would be treated fairly 
under the bill. I particularly feared 
that the citizens of the State of Wash­
ington would bear a disproportionate 
tax burden as a result of this reform. I 
still believe that the repeal of the sales 
tax deduction, which affects nearly all 
itemizers in the State of Washington, 
unfairly penalizes my constituents. No 
one knows better how opposed I am to 
this provision than my friend from 
Oregon, and Senators EvANS, GRAMM, 
and ABDNOR, who joined with me suc­
cessfully to amend the bill with a par­
tial restoration of this provision 
during debate on the Senate version of 
this bill. 

I recognize, however, that although 
repealing the sales tax deduction is 
disadvantageous to the 25 to 30 per­
cent of the taxpayers in my State who 
claim that deduction, most individual 
taxpayers of the State of Washington 
will still see lower tax bills. Indeed, 
citizens of Washington as a group will 
save more money than citizens from 
many of the income tax States be­
cause those States income taxes will 
automatically increase as a result of 
the broadened definition of adjusted 

gross income, on which those systems 
are typically based. 

This feature does not make the 
repeal of the deductibility of State and 
local sales taxes right. It does not jus­
tify the provision, which will interfere 
with sales-tax dependent States Tax 
Codes. It does, however, make it clear 
that all taxpayers in this country will 
bear the burden of this bill and secure 
its benefits, and that residents of ex­
clusive sales tax States, like Washing­
ton, will gain benefits which are at 
least equal to the benefits accruing to 
residents of income tax States. 

I have other concerns about the bill. 
Like many of my constituents, I worry 
about the effects of repealing the in­
vestment tax credit and the special 
treatment of capital gains. The latter 
has been part of the Tax Code since 
the Revenue Act of 1921, and I ames­
pecially troubled that its repeal is not 
accompanied by indexation for infla­
tion on the basis of capital gains. This 
is especially important in my State be­
cause of its critical role in the timber 
industry, a mainstay of my State's 
economy. 

I am also concerned that some tax­
payers will be significantly penalized 
by retroactive provisions in the bill­
especially Federal employees who will 
be penalized by the repeal of the 3-
year basis recovery rule. These people 
planned wisely for their retirement, 
but could not predict that Congress 
would change the rules midstream. 
Similarly, real estate partnership in­
vestors should not have to pay taxes 
under a different set of rules that ap­
plies when they made their invest­
ment. 

Finally, I am concerned about the 
absence of greater savings incentives 
in the bill, particularly in light of the 
long-run decline in investment as a 
share of gross national product since 
the 1950's. 

I also believe, however, that there 
are some enormously positive provi­
sions in the bill. Dramatically lower 
tax rates will help ensure that our in­
vestment decisions are made on eco­
nomic grounds, and not because of tax 
considerations. I believe that this will 
direct resources to their highest and 
best uses, and contribute to growth, 
and to job creation. 

The bill will take 6 million lower 
income people off the tax roles­
people who should never have been 
taxed in the first place, but are taxed 
under the current income Tax Code as 
a result of the bracket creep and infla­
tion of the 1970's. The great increase 
in the personal exemption and stand­
ard deduction will also contribute to a 
fairer distribution of the tax burden. 
Perhaps most importantly, this bill 
contains a stiff minimum income tax. 
That will help ensure that wealthy in­
dividuals and large, profitable corpora­
tions will no longer escape paying 
their fair share of taxes. 

In the past �s�~�v�e�r�a�l� months I have 
studied this bill. I have thoroughly 
weighed its provisions-the good· 
against the bad. I have concluded that 
we will never be able to predict with 
certainty all of the effects of the bill, 
and so my decision must necessarily be 
made with considerable uncertainty. If 
we were to require certainty as a con­
dition of adopting changes, however, 
we would never make any changes at 
all. 

Mr. President, there are many flaws 
in this bill. It is far short of ideal. If 
my choice were between this bill and 
my ideal measure, the choice would be 
clear, and I would reject this bill. But 
that is not the choice. Instead, the 
choice is to pass this bill or to retain 
current law. On that score, Mr. Presi­
dent, I must support this bill because 
it is a significant improvement over 
current law. After reviewing the testi­
mony, and this debate I am convinced 
that the long-run impact of this bill on 
the economy will be positive. The dete­
rioration of our current tax system 
cannot continue. We have the chance 
to stop it now, and once again to take 
a major, if incomplete, step toward the 
"justice in taxation" that must always 
be our goal. 

Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro­
ceeded to call the roll. 

0 0900 
Mr. CHAFEE. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER <Mr. 
GORTON). Without objection, it is so 
ordered. 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent that I be permit­
ted to proceed for 10 minutes, without 
prejudice to the special order for the 
Senator from Ohio. 

The PRESIDING OFFICER. Is 
there objection? 

Mr. PACKWOOD. Mr. President, re­
serving the right to object--

Mr. CHAFEE. Mr. President, I 
change that to 5 minutes. 

Mr. PACKWOOD. I yield 5 minutes 
to the Senator from Rhode Island. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

Mr. CHAFEE. I thank the distin­
guished chairman of the committee. 

Mr. President, it is with great pride 
and hopefulness that I stand here 
today to urge my colleagues to ap­
prove the Tax Reform Act of 1986. 
This is truly a historic occasion and an 
opportunity to participate in what 
President Reagan has correctly 
termed a "revolution." 

A vote for this tax reform bill is a 
vote to free 6 million Americans, who 
are currently living below the poverty 
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level, from the tax rolls. Eighty per- this legislation, which holds true to 
cent of all taxpayers will pay taxes at the spirit of true reform. 
no more than 15 percent of their We are not overhauling the Tax 
income. Code to get more money for the Feder-

The biggest beneficiaries of this bill al Government. This bill is before us 
are ordinary taxpayers who have no because the existing code is unfair, 
access to high-priced lawyers and lob- promotes economic inefficiency and is 
byists. These are the people who file maddeningly complex. 
the short form on April 15. They do By eliminating a host of special tax 
not itemize, they take the standard de- preferences, this bill assures that indi­
duction and their personal exemp- viduals with similar incomes will pay 
tions, and then they pay whatever tax similar amounts of tax. By instituting 
rate the form says. They do not have a tough, inescapable minimum tax, we 
tax shelters. They do not have any of have assured that no matter what spe­
the special tax credits, deductions or cial tax. incentives �w�e�a�l�~�h�y� individuals 
exemptions we have been debating for �o�~� profitable. corporations �u�s�~�,� . they 
2 years. They are real winners. will be reqmred to pay a m1rnmum 

For those of us who worked closely · amount. of tax. . . 
on this legislation over the past 2 . We did. not �e�l�l�m�m�a�t�~� every �d�e�d�u�~�­
years the voices of these ordinary tax- tlOn, credit and exemptiOn, but we did 
paye;s were often hard to hear over clean house. There was an awful lot to 

. . throw out. In 1970, we collected $2.88 
the enormous �~�o�l�u�m�e� of �t�h�~� �s�p�e�~�I�a�l� m- for every dollar not collected because 
terests �~�l�a�m�o�r�m�g� for. contmua_tiOn of of loopholes. In 1984, we collected only 
all �s�p�e�c�~�a�l� tax �~�e�d�u�c�t�l�o�n�s�,� credits, and 98 cents for every dollar of tax ex­
�e�~�e�m�p�t�l�O�n�s� which were on the chop- penditures. Tax expenditures grew 
pmg block. . . from $37 billion in 1967 to over $400 

Well, those vmces of ordinary tax- billion in 1985. 
payers may not have been loud, but Because of these special tax breaks, 
they were heard. . . the public has increasingly lost confi-

We have been working on this tax dence in the fairness of our tax 
reform bill for 2 long �y�~�a�r�s�.� The system. Above all else, this bill will 
Treasm:y Department �~�e�n�t� �~�t�s� recom- help restore that confidence. 
mendat10ns to �t�h�~� President �I�~� the fall Meanwhile, economic experts have 
of 1984. The President sent his propos- begun to recognize that tax incentives 
al to the Congress in �~�h�e� spring of are often not only expensive, but inef-
1985. The House Committee on Ways ficient as well. Too many investment 
and Means marked up a bill in the fall decisions are being made under the 
of 1985, and after two trys the House current law for tax advantages, not 
finally passed a bill last December. economic advantage. 

In March of this year, Chairman This tax reform bill eliminates a 
PACKWOOD unveiled his proposal for 'great deal of the incentive for ineffi­
tax reform, and we are all too familiar ciency. With this bill, capital will 
with the unfortunate debacle that fol- begin to flow to its most productive 
lowed in the Finance Committee. But use. Businesses will base their deci­
thanks to the determination of the sions on how to make the most real 
chairman and the dedication of our economic profit, not on how to make a 
small core group, we were able to wipe losing proposition yield income from 
the slate clean and start over. The tax other taxpayers. 
reform bill which emerged from the There will have to be adjustments in 
Senate Finance Committee was indeed the short term. In the long run, how­
a miracle, and it passed this body by a ever, this bill is premised on the fact 
vote of 97 to 3-a proud moment that the ultimate burden of competi­
indeed. tiveness lies not with the government, 

I wish I could say that the bill we but with the private sector. This tax 
are passing here today was the Senate reform bill will reduce government in­
version of the bill, but it is not. There terference in private business deci­
were compromises with the House, and sions. Over the long run, it will in­
I will be the first to say that I was dis- crease economic growth and productiv­
appointed with some of these compro- ity. 
mises. There is a third major benefit of this 

I am disappointed, for example, in bill-simplicity. Americans may not be 
the retroactive application of some of able to file tax returns on a form that 
the provisions, including new provi- fits on a postcard, but much of the 
sions adversely affecting Federal work- needless complexity of the current law 
ers. These people have been unfairly has been removed. 
treated and the responsibility lies with The vast majority of Americans will 
the House, which refused their pleas. pay either no taxes or will pay at a 

I am also disappointed, to cite an- single 15 percent rate. Far fewer tax­
other example, that we are severely payers will be forced to hire lawyers 
restricting the ability of States to use and accountants to translate the 
tax-free bonds in future years. arcane complexities of the present law 

But I do not want to dwell on the into understandable English. 
imperfections. Overall, they are few in In summary, Mr. President, this bill 
comparison to the positive elements of is of monumental significance. We all 

have qualms about certain provisions. 
But in its total impact, this legislation 
is so superior to current law that no 
one should hesitate for a moment in 
voting fer it. 

For the sake of farmers, for the 
cause of economic efficiency, and in 
the interests of promoting simplicity, I 
urge my colleagues to support this bill. 

Mr. President, I thank the minority 
leader and the Senator from Ohio. 

The PRESIDING OFFICER. Under 
the previous order, the Senator from 
Ohio now controls 3 hours. 

The Senator from Ohio is recog­
nized. 

Mr. BYRD. Mr. President will the 
distinguished Senator yield? 

Mr. METZENBAUM. I yield. 
Mr. BYRD. Mr. President, I thank 

the Senator from Ohio for being on 
the Senate floor at the appointed 
time, in compliance with the order for 
his recognition at this time, for the 
use of 3 hours. I hope other Senators 
will be prepared during the day to 
take their turns back-to-back, if possi­
ble, because under the order, the 
Senate will vote no later than 4 p.m. 
on adoption of the conference report. 

Again, I thank the distinguished 
Senator for his cooperation. 

Mr. METZENBAUM. I thank the 
distinguished minority leader for his 
comments. 

Mr. President, if is my understand­
ing that my 3 hours need not be taken 
in one total segment and that it can be 
divided. 

The PRESIDING OFFICER. The 
Senator is correct. 

Mr. METZENBAUM. Mr. President, 
I have been advised by some of those 
who work in the Senate that Senator 
ZoRINSKY is on his way to the floor 
and wishes to speak for 3¥2 minutes. I 
have no objection to his doing that, 
but I would not want to interrupt my 
remarks. Under the circumstances, 
unless the Senator from Oregon or the 
Senator from West Virginia have ob­
jection, I would suggest the absence of 
a quorum and ask unanimous consent 
that it not be charged against my 
time . 

Mr. PACKWOOD. Mr. President, re­
serving the right to object, I did not 
hear the request. 

Mr. METZENBAUM. Under the cir­
cumstances, the minority leader sug­
gests that that might create some 
problems; and, rather than do that, I 
will proceed, because I am prepared to 
proceed. 

Mr. President, I see that Senator 
ZoRINSKY just entered the Chamber. 
Does the Senator from Nebraska have 
certain time allocated to him? 

Mr. President, I ask unanimous con­
sent that I may yield the floor without 
it being considered a violation of the 
two-speech rule. 
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Mr. BYRD. Mr. President, on behalf 

of Mr. LoNG, I yield 10 minutes to the 
distinguished Senator from Nebraska. 

Mr. METZENBAUM. Mr. President, 
I ask unanimous consent that my first 
remarks not be charged against me. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

The Senator from Nebraska is recog­
nized for not to exceed 10 minutes. 

0 0910 
Mr. ZORINSKY. I thank the Sena­

tor from Ohio for his courtesy, and 
thank you, Mr. President. 

Mr. President, on Thursday, the 
House passed this conference rep·ort 
by a wide margin, but with little en­
thusiasm. My own feelings as we take 
this final step in the legislative process 
are much the same. The package 
before us has both good and bad fea­
tures. And I am not sure anyone 
knows today exactly what the final 
impact of this legislation will be. But I 
intend to vote for it because, on bal­
ance. I feel it is better than the tax 
system we have now. 

Our current tax system is complex 
and it impedes economic growth. It 
creates tax breaks on the basis of po­
litical influence instead of economic 
sense. This bill holds the promise, at 
least, of some improvement. It prom­
ises a tax system that is at once more 
fair and less complex. Under this bill, 
many Americans should experience a 
tax decrease. Those individuals and 
corporations who have not been 
paying their fair share of taxes will be 
forced to do so. No middle income tax­
payers from Omaha or Grand Island, 
NE, should ever again pay more taxes 
than giant profitable corporations. 

I am pleased the conference report 
includes several provisions that specif­
ically benefit agriculture. Allowing 
farmers to apply investment tax cred­
its against both future taxes and taxes 
paid in previous years will cushion the 
loss of ITC's for this hard-pressed eco­
nomic group. Likewise, while I am dis­
appointed we were unable to continue 
income averaging for farmers, I am 
pleased that at least those participat­
ing in the dairy herd buyout program 
will remain eligible for reduced tax 
rates under capital gains provisions. 
Finally, the Conference retained the 
Senate-passed provision that elimi­
nates taxes on farmers' forgiven debts. 
This should enable farmers to restruc­
ture their debts without incurring the 
wrath of the tax man. 

There are many things I would like 
to see changed in this bill. For exam­
ple, I would have preferred some addi­
tional moderation of the restrictions 
on deductibility of individual retire­
ment account contributions. Many 
other objections I have stem not from 
the changes, but from the abrupt or 
retroactive manner in which changes 
are made. In this vein, I remain ex­
tremely concerned about several provi-

sions that will be applied retroactively 
to business decisions. These changes 
threaten· bankruptcy and foreclosure 
for real estate firms while they severe­
ly damage Government credibility. 
They set a terrible precedent and will 
inhibit risk taking and investment. In 
the area of pensions, we have done a 
disservice to the Federal work force 
with the retroactive changes in the 
taxation of their pensions. 

Finally, I am disappointed that, in 
this tax "reform" bill, we were unable 
to deny mammoth poultry producers 
tax breaks that are supposed to be re­
served for family farmers. There is 
something terribly wrong about allow­
ing agribusinesses with hundreds of 
millions of dollars in annual sales to 
qualify for "family farm" benefits. 
While it was not possible to end this 
inequity in this bill, I serve notice on 
the Senate that I will not let this issue 
drop. I will fight vigorously to close 
what I view as a horrendous tax loop­
hole, if not in the final days of this 
session, then definitiely early next 
year. 

In closing, let me repeat that I view 
this bill, despite considerable weak­
nesses, as better than the tax system 
that we currently have. The most obvi­
ous and overwhelming attraction, of 
course, is tax rates that at least start 
low. It is both sad and typical that 
there is talk of raising these rates, 
even before they are enacted. I will 
resist this next year as I have resisted 
every tax increase since I came to the 
Senate in 1977-especially while obvi­
ous and glaring loopholes remain on 
the books. 

Enacting this legislation only to 
raise taxes later would negate the 
single most favorable feature in the 
bill. And it would leave the American 
taxpayer with the worst of both 
worlds. He or she loses many of their 
deductions and then-once the elec­
tion is over-their tax rate increases. 
This would be intolerable and unac­
ceptable. 

Still, as the old saw has it, the good 
should not be the enemy of the per­
fect. The first step remains to support 
the lower tax rates in this bill. And 
the next is to fight off talk of raising 
taxes next year. That is the course I 
will follow and I urge my colleagues to 
do the same. 

Mr. President, I yield back the bal­
ance of my time. 

The PRESIDING OFFICER <Mr. 
SIMPSON). Under the previous order, 
the Senator from Ohio is recognized. 

Mr. METZENBAUM. Mr. President, 
I rise to indicate my support for the 
tax bill. I believe that it is a good tax 
bill. I believe that it is an historic tax 
bill. As a matter of fact, what could be 
more appropriate than that we remove 
6 million working poor from the tax 
rolls? I think that is such a major step 
in the right direction that I cannot 
toss bouquets to those who were in-

volved in bringing that about more ex­
tensively than I do. I just think it was 
a wonderful act on the part of the tax 
writers. 

And I believe that there are tax cuts 
of most individuals. As a matter of 
fact, in all honesty, it is my opinion 
that there is a major misperception 
out across America that somehow this 
bill is going to result in increased taxes 
for many people. Well, I think it will 
result in increased taxes for many 
people and, in my opinion, almost all 
of those people are the people who 
should be paying increased taxes; that 
is those who we must describe as the 
wealthy, who have not been paying 
taxes, who have used tax shelters and 
those who have had corporations who 
have special advantages and made bil­
lions of dollars and wound up receiv­
ing billions of dollars in tax refunds, 
not paying, but getting refunds. 

I think the bill is good in that it in­
creases the standard deduction for a 
married couple to $5,000 and the de­
duction for single persons to $3,000 
and the personal exemption is in­
creased to $2,000. I think that is all as 
it should be. 

I think the purpose of an income tax 
law, one that has progressive rates, is 
to try to equalize the tax burden be­
tween those who are earning the 
greatest amount of money and those 
who are earning a lesser amount of 
money or very little money and not 
able to pay taxes. 

Now I think it is fair to say that I 
would have preferred that there be 
more than the progressive rates that 
are provided for in this bill. I do not 
think that they go up high enough for 
those best able to pay. 

0 0920 
But I understand there are many 

people in the U.S. Congress who would 
not agree with me. And I recognize 
that the legislative process is a process 
of give and take. It is a compromise. 
So I think the rates that are set forth 
in this bill, although not exactly what 
I might have chosen had I had the op­
portunity to do so, move in the tight 
direction, and I think that overall I 
would commend the committee for 
their efforts along that line. 

I think one of the most meaningful 
things that this committee has done is 
to provide for a corporate minimum 
tax. Corporations will finally pay a 
substantial tax on their earnings and 
not be able to use tax shelters to avoid 
paying any tax. The 20-percent mini­
mum tax in my opinion is a fair figure. 
I remember standing on the floor of 
this Senate, and trying to get through 
a 15-percent minimum tax. And I 
recollect very well that some of those 
over there on the other side of the 
aisle who had been talking about how 
unfair the tax law is said they did not 
know that corporations were not 
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paying any taxes, and they were much 
concerned about that. But they did 
not see fit to vote for the minimum 
tax, at least not in substantial num­
bers. So there were only 18 Members 
of the U.S. Senate who voted for the 
corporate minimum tax of 15 percent. 
It is obvious that 292 Members of 

the House voted for the corporate 
minimum tax of 20 percent. And I 
think we all agree that when this 
matter finally comes to a vote substan­
tially in excess of a majority of this 
body will vote for corporate minimum 
tax of 20 percent. 

I think this bill eliminates many 
loopholes, and abusive tax shelters 
that have made tax laws scandalous 
and contributed to economic polariza­
tion. I believe that his bill does the 
right thing in providing a minimum 
tax of 21 percent on the wealthy. I 
think that it is right that everybody 
share in the tax burden of this coun­
try. I am not prepared to say whether 
21 percent is exactly the right figure 
or the wrong figure. But suffice it to 
say that the conferees came to this 
conclusion. That is the figure they ar­
rived at. And I do not challenge it. 

All of this will bring us closer to a 
society where initiative and creativity 
will drive and determine economic de­
cisions, not the Tax Code. People will 
be going into real estate deals, they 
will be making business investments, 
they will be conducting their lives in 
the whole economic world on the basis 
of whether it is or is not a good busi­
ness deal. They will not be basing 
their judgments and their decisions on 
how to figure putting in $100,000 
where they can take off their taxes 
$500,000, or $400,000, or $600,000. 

What an absurdity that we have per­
mitted that to develop in the laws of 
this country where people were going 
out and buying tax shelters rather 
than making investments based upon 
the economic realities of the project. 

So I think that the bill moves in the 
right direction in that respect. I think 
it is good for America that it does. So I 
would say that on balance, the bill is 
good. It is a good bill. It is not a per­
fect bill. There are inequities. I do not 
expect it to be a perfect bill. But I did 
not expect that which occurred in the 
conference committee to occur. And 
that is that there were inequities as 
the bill left the Senate, and there were 
inequities as the bill left the House. I 
did not realize that there would be a 
host of new items added to the bill 
that had never been discussed before 
in the House or the Senate. 

This bill as we see it now with its in­
equities-particularly I am concerned 
about the fact that it is not fair to em­
ployees, Government employees, and 
public employees who are near retire­
ment. I think the conclusion that the 
conference committee reached in that 
respect does not make good sense. I 
think it is illogical and I think it picks 

upon a group of people who have been 
dedicated public servants, and it 
makes them bear a special burden. 
And they are not the people who 
should be bearing the special burden. 
Those who have been paying those 
taxes, whether they are corporations 
or wealthy individuals, certainly 
should be bearing much of the burden 
of the cost in this bill in order to 
equalize it, and in order to make it 
fair. But calling upon public employ­
ees who are going on retirement to 
pay a substantial portion of the price 
of this bill I think was a bad decision. 

I do not think it is fair to married 
couples because this bill restores the 
marriage penalty. The President him­
self hailed the 1981 elimination of the 
marriage penalty as being a profamily 
movement. Of course, it was. Why in 
the world do we have a provision in 
the Tax Code that makes it more ex­
pensive to live together as a married 
couple than to live together as an un­
married couple? How absurd can you 
get? I think that is a very bad provi­
sion. I feel confident that that provi­
sion as well as the one dealing with 
public employees will be a subject that 
will be revisited in the next session of 
the Congress. 

I think it is not fair, and this bill is 
not fair to many who rely on IRA's to 
save for retirement years. We had 
moved in this country to a point where 
we were urging people to help provide 
for their own retirement. And we had 
something called an individual retire­
ment account. And we provided that it 
was working. Then all of a sudden we 
are now taking away much of the 
right, many of the rights and privi­
leges that people had who were creat­
ing their own retirement accounts. We 
have not taken them all away but we 
have taken away a substantial portion 
of those rights. I hope we will revisit 
that subject as well in the coming ses­
sion. 

It is not fair to the elderly taxpayer 
with substantial ongoing medical ex­
penses because that elderly person will 
lose some of that deduction. 

Mr. President, I want to point out 
that we have done this to the elderly 
taxpayers before. We have provided a 
new level over which they had to get 
in order to be able to deduct their 
medical expenses. And we kept raising 
that level, and raising that level, and 
raising that level. As I stand here 
today, I am not sure what that level is 
at the moment. But I have some vague 
recollection that at one point they had 
gotten up to the fact that the elderly 
taxpayer would have to pay $540 of 
his or her own medical bills before 
Medicare would click in. Five hundred 
forty dollars is a tremendous amount 
of money to many elderly taxpayers, I 
say to the overwhelming majority of 
them, and yet what we do in this bill is 
we put another additional burden on 

the elderly taxpayer by causing them 
to lose some of their deductions. 

I believe this bill is very unfair to 
the unemployed whose benefits will be 
subject to taxation. Now, come on. 
How can anybody suggest that unem­
ployed workers who are getting a very, 
very modest amount of money from 
the unemployment compensation ben­
efits argue that those benefits should 
be subject to taxation? They use those 
dollars and they are not that large an 
amount, in order to keep bed, board 
and family together, to hold it togeth­
er while they are out looking for an­
other job. That was the whole purpose 
of it in the first instance. 

But now what we are saying is those 
unemployed workers are going to be 
called upon to pay a substantial por­
tion of those dollars that they receive 
in taxes. 

Finally, I believe this bill is not fair 
to millions of Americans who want to 
believe that the political process is not 
an auction where those with the best 
lobbyists walk off with the most 
goods. 

0 0930 
I believe that what has transpired in 

the conference committee will again 
cause many in America to lose faith in 
their own Government. That, to me, is 
a major issue, the fact that a confer­
ence committee saw fit to give away 
billions of dollars, no public hearings, 
not even the House being permitted to 
know what was going on, never learn­
ing what the new transition rules were 
all about until after the bill had been 
passed. 

That is just not right. 
I have been in this body since 1974, 

with a short period when I was out, 
and in all of that period I hav·e never 
seen a bill which provided for less in­
formation being available to the Mem­
bers prior to their being called upon to 
vote. 

Never has so much been hidden 
from so many by so few. Or, put an­
other way, never has so much been 
hidden for so many by so few. 

Think of it. The House Members did 
not know what was in those transition 
rules. We in the Senate did not know 
until the day before yesterday at 6 
o'clock. Had we tried to find out? 
Indeed, we did try to find out, by let­
ters, by telephone calls, by urging pri­
vately, "Please, let us have the facts." 

But, no, we could not get the facts. 
We were supposed to get the facts, 

according to the determination of the 
U.S. Senate, because we added an 
amendment that I had offered to the 
tax bill which was a sense of the 
Senate on transition rules. That read 
as follows: 

It is vital for the Senate to be fully in­
formed about every matter that comes 
before it. Therefore, it is the sense of the 
Senate that the conference report on H.R. 
3838 shall contain, one, the name of each 
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business concern or group receiving a spe­
cial or unique treatment in the bill; two, the 
reason for the special or unique treatment; 
and, three, the cost of the special or unique 
treatment. 

At this point, Mr. President, I would 
like to inquire of the distinguished 
manager of the bill, the chairman of 
the Finance Committee, as to why 
that provision, which was unanimous­
ly adopted by the U.S. Senate, was 
early on dropped by the conference 
committee. If he would be willing to 
respond, I would be grateful. 

Mr. PACKWOOD. Is this answer on 
the time of the Senator from Ohio? 

The PRESIDING OFFICER. It is. 
Mr. PACKWOOD. We tried to give 

the transition rules to the Senator 
from Ohio, and to others who asked 
about them. As best I could say, I 
thought the list was about 90 or 95 
percent accurate. In some cases we did 
not have estimates, but we tried to 
give them to the Senator by cost, and 
with as much about location as we 
could. The particular rule that the 
Senator from Ohio asked about was 
dropped in the conference at the re­
quest of the House, because they did 
not want that type of a rule in the 
conference report. We acceded to that 
request. 

Mr. METZENBAUM. I thank the 
distinguished chairman of the Finance 
Committee. 

Did the Senate make any strong 
effort to keep it in view of the fact 
that this body had unanimously indi­
cated that that was its position? I 
would guess if you asked even as of 
today they would say it is still its posi­
tion. 

I know the chairman of the Finance 
Committee, when the bill was on the 
floor originally, was very cooperative 
and we were able to get, I believe, a 
list of 174 transition rules at that time. 
In this connection, I think that the 
transition rules were available and 
could have been provided to us earlier. 
I would guess that the chairman of 
the Finance Committee and the staff 
felt somewhat constrained about re­
leasing them to me and others who 
were seeking them, frankly because 
the House did not want them to be re­
leased before the bill was voted on in 
the House. 

Mr. PACKWOOD. I might have 
been able to have gotten them to you 
4 to 6 hours earlier in a much less ac­
curate form. There are very few tran­
sition rules which blindsided anybody 
interested in the rules. To put it in 
perspective, there are $10.6 billion of 
transition rules in the bill. $7.3 billion 
of the rules were in the House or the 
Senate bill before we ever went to con­
ference, so, clearly, everyone interest­
ed knew what those rules were. That 
leaves you with roughly $3.3 billion in 
new transition rules under the confer­
ence agreement. We divided the total 
amount of the $10.6 billion equally. 

Since we had used up more than our 
bill than the House had in theirs, they 
got roughly $2.3 billion of the remain­
ing $3.3 billion and we got $1 billion. 
The last of those rules were not 
agreed to until a week ago Thursday 
at 3, 4, or 5 o'clock in the morning. 

The staff did their level best to draft 
them, to identify them, to get this bill 
ready. It had 375 new transition rules 
in it. By new, I do not mean they were 
necessarily requested after August 16, 
but new in the sense that they had not 
been in either the House or Senate 
bill. Most of them were requested 
timely, prior to the August 16 confer­
ence action. Many of the requests 
came in because the Members did not 
know that they were going to need a 
rule, since they were not exactly sure 
how the bill was going to read. There 
was no point in requesting a rule until 
they had a reasonable idea whether 
they needed it. 

So the last of the requests on transi­
tions were not decided until about a 
week ago. 

The second rule that we operated on 
in conference was this: So long as the 
transitions did not violate certain gen­
eral principles-no passive losses, al­
though we made one exception for 
low-income housing, no minimum tax, 
and four or five other generic rules­
the House and Senate said to each 
other, "You put in what transition 
rules you want so long as they do not 
violate the general rules, and you pay 
for them out of your allocation." 

A perfect example of this would be 
the auto transition rules. We had some 
auto transitions in our bill, and others 
were omitted. We treated the compa­
nies disparately. We covered some 
auto transitions and we did not cover 
some other auto transitions. 

So in the conference we dropped out 
all of the auto transition rules, all of 
them, which at least resulted in treat­
ing all of the companies equally. The 
House chose to put some, but not all, 
back in. 

They did not violate any of our 
rules, the passive loss, the minimum 
tax. 

So in some cases, some of these rules 
for the auto companies are new in the 
sense that they did not appear initial­
ly in either bill. But they were paid for 
our of the House's portion and did not 
violate any of the specific rules that 
we said neither the House nor the 
Senate shall violate in the transitions. 

Mr. METZENBAUM. Would the 
chairman be good enough to advise 
how did it come about that there was 
to be $10.6 billion when the House and 
Senate previously had agreed upon a 
total of $7.3 billion, if my recollection 
is correct. 
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Then there was an agreement that 

there would be $3.3 billion more, the 
House to have the right to determine 

$2.3 billion and the Senate to have the 
right to add $1 billion; $3.3 billion is 
not much money in some quarters, but 
it is a lot of money in other quarters. 

Mr. PACKWOOD. It is a lot of 
money. 

Mr. METZENBAUM. How did the 
conference decide that it would be $3.3 
billion? Why did it get up to $3.3 bil­
lion? 

Mr. PACKWOOD. Part of it was 
based upon convenience, part of it 
based upon what we estimated we 
would need-an estimate-at the start 
of writing the transition rules, remem­
ber, we had over 1,000 requests in the 
Senate alone since the bill passed. It is 
not unlike what the Senator has seen 
before in other conferences, tax or 
otherwise. You start the conference 
and say, all right, we are going to allo­
cate $500 million for a certain purpose, 
and you fit your conference actions 
within that. That is the amount of 
money you allocate ahead of time. We 
simply decided we would take about $3 
billion for new transition requests. It 
came finally to $3.3 billion. 

We allocated the total amount be­
tween the House and the Senate, in­
cluding what was in the bill, on an 
equal amount. We assumed we needed 
$3 billion. We found we needed about 
$300 million more. The equal division 
was a division we had already agreed 
upon. 

Mr. President, let me add something. 
The reason we picked the $3 billion­
that is the figure we tried to work 
toward. We knew we were going to 
have lots of legitimate requests for 
transitions from people who, until the 
bill had passed the House and the 
Senate, did not realize they were going 
to be left outside either bill. It was 
only at that stage that they then 
asked. They had not been included in 
either bill, did not think they were 
going to need anything. At that stage, 
they asked and we knew we were going 
to have a number of justifiable re­
quests for transitions. We estimated it 
would take about $3 billion to pay for 
it. 

Mr. METZENBAUM. What concerns 
me, and I guess if the American people 
knew about it, they would be con­
cerned, is that that $3.3 billion was a 
way of parceling out, depending upon 
how you want to describe it, goodies 
and I think the chairman might agree 
that some of them might be so catego­
rized, and in the other sense, correct­
ing some inequities. 

I think we would both agree that 
there are proper transition rules. I 
said that yesterday and I say it today. 
On the other hand, if it had been 
something other than $3.3 billion, you 
could have used $250 million and pre­
served the right of farmers to have 
income averaging. Or you could have 
used a portion of it to preserve the 
rights of many to have deductions for 
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their IRA's. You could have used part 
of that $3.3 billion-! do not know 
whether part or all because I do not 
have the figures in front of me-so 
senior citizens' rights with respect to 
the deductibility of their medical ex­
penses might have been covered. 

You could have used part or all of 
that so the rights of married couples 
would be protected and that they not 
be penalized by reason of that mar­
riage. 

What concerns me, and I recognize 
the practicalities, it bothers me that 
this committee gave two men-and I 
have total respect for both men in­
volved. I think they have done a her­
culean job and it is not in any way a 
personal comment to the Senator from 
Oregon-it could have been any two 
men. It could have happened that I 
would be one of them. 

I do not think any two men or 
women in this Congress have the right 
to parcel out $3.3 billion over and 
above that which Congress itself has 
seen fit to include in the legislation 
and, at the same time, withdraw from 
the farmers of this country $250 mil­
lion in benefits they would have by 
reason of income averaging, a matter 
we had addressed by action on the 
floor of the Senate in my amendment. 
We could have eliminated something 
and used that money for that purpose. 

What I am trying to say is I do not 
think the managers of the bill have 
truly made a strong enough case for 
their having parceled out this $3.3 bil­
lion. I guess I would also say and ac­
knowledge that the chairman of the 
committee was very candid yesterday 
in saying, and I think to me at another 
point, that some of those decisions 
were purely political. I understand 
that. 

Mr. PACKWOOD. If I said that, I 
should have phrased it this way-I do 
not mean to back off that statement­
part of some of the decisions were po­
litical. I did not say that some of them 
were all political. 

There is no point in fooling our­
selves or attempting to fool anybody 
else. We made subjective judgments in 
some cases. In any case where you 
make subjective judgments, you make 
mistakes. Some of the subjective judg­
ment was based on political consider­
ations. I would not attempt to deny 
that. 

Mr. METZENBAUM. I appreciate 
that and I am not faulting the Senator 
for it. What I am perhaps putting at 
issue is, Do we need 3.3 billion political 
dollars to spread around? In all fair­
ness, the Senator did not say that the 
whole $3.3 billion was spread around 
on that basis. He has already indicated 
that much of it was based upon what 
he considered meritorious cases. 

Mr. PACKWOOD. Let me respond if 
I can and mention the delegation of 
powers to the chairman under the 
transition rules. It was not just transi-

tion rules. The conference committee 
on both the House and Senate side fi­
nally said to Chairman ROSTENKOWSKI 
and myself, "Will you please get to­
gether and attempt to draft the bill?" 
They did not mean the transition rules 
alone. They meant sales tax deduc­
tions, passive losses, general rules. It 
was an extraordinary responsibility 
and an extraordinary grant of author­
ity. We tried to do it as honestly as we 
could. But I do not want to give the 
impression nor have the impression 
left that it was an unusual procedure. 
It was an unusual grant of authority 
because this was a big bill. But I would 
wager the Senator from Oregon and 
other Senators in this body have been 
members of conferences where the 
Senate Members never met, the House 
Members never met, the entire confer­
ence report was drafted by the staff 
and the Members subsequently rati­
fied it. That is a power we granted to 
those who are paid to work for us. We 
got together and ratified it. They were 
minor bills, this was a major bill. 

I have seen other major tax bills 
when I have been a conferee or chair­
man where, at the end or the process, 
when we still had 8 to 10 to haggle 
over, the Members said to the chair­
man. "Why not go out and see if you 
can do something with it and bring it 
back to us." That was on the last 10 to 
15 points, although, as the Senator 
from Ohio is aware, those are often 
the hardest ones, because you often 
put off the most difficult ones until 
the end. 

The only difference here is that, as 
the conference was meeting, any 
number of days before they finished, 
they turned to Chairman ROSTENKOW­
SKI and myself and said, "Why don't 
the two chairmen get together and see 
if they can draft the entire bill?" That 
is what we attempted to do. We took it 
back to our conferences for ratifica­
tion. That is how the conference 
report came to be. Part of the ratifica­
tion, part of what we drew up was the 
transition rules. 

In the overall scheme of events in an 
economy that is $4 trillion a year, this 
is a 5-year bill in which we are going to 
collect in taxes about $5 trillion over 
the 5 years. The transition rules total 
for the 5 years, including what the 
House and Senate had already agreed 
upon, about $10 billion. Those transi­
tions that were added after the House 
and Senate had finished their work on 
the bill total about $3 billion. 

I am just rounding these off. I do 
not in any way mean to trivialize $3 
billion, but when put in the context of 
collecting about $5 trillion in taxes, it 
was a relatively minor part of the 
whole bill. 

Mr. METZENBAUM. I thank the 
chairman. I want to say I heard the 
chairman make that same point yes­
terday. He correctly stated that the 
transition rules represent $10.6 billion 

out of $5 trillion over a 5-year period. 
And he does acknowledge that even we 
in Congress recognize and agree that 
$10.6 billion is still a whole lot of 
money. For $3 billion, you could pay 
for all the foster care needed in the 
United States for the next decade. For 
just $100 million out of $10.6 billion, 
you could provide complete childhood 
immunization for 2 million infants, 
toddlers, and preschoolers. 

Nobody can convince me that that 
$100 million could not have been 
better spent for those 2 million in­
fants, toddlers, and preschoolers than 
giving it away to some corporations 
that had some high-powered lobbyists 
around these Halls the last several 
weeks. There are giveaways and some 
of them may be justified, and a lot of 
them are not justified. For $75 million, 
$75 million out of $10.6 billion, you 
could provide food supplements for an 
additional 160,000 pregnant women 
and infants under the WIC Program. 
You can say $10.6 billion is not that 
much money as against $5 trillion, but 
$75 million is not much money as 
against $10.6 billion; $100 million is 
not much money as against $10.6 bil­
lion. But you could do so much good 
with it. 

We spent $4 million already-and 
had to fight to get it into the bill-in 
order to provide additional research 
with respect to orphan drugs, drugs 
that pharmaceutical companies are 
not willing to produce, manufacture, 
do research on because there is not 
enough value, they cannot make 
enough profit. And I respect that. But 
$4 million does that. There are some 
dollars around here that go an awful 
long way, if we have them. 

So I cannot look at the $10.6 billion 
and say, "Well, that's not that much 
money. That's not that much money 
when you are talking about $5 tril­
lion." 

Mr. PACKWOOD. Could I respond 
just briefly? 

Mr. METZENBAUM. This time on 
the Senator's time. 

Mr. PACKWOOD. I will wait. 
Mr. METZENBAUM. There are 

other reasons, I believe, that it is im­
portant to discuss the transition rules. 
I want to say first, in the middle, and 
any other point during this discussion 
today, I support the bill, I respect the 
chairman, I respect the chairman of 
the House committee, and I respect 
their achievement. 

But having said that, I must take 
issue with some portions of their ac­
tivities and their result, because I 
think that it has produced and created 
some inequities and some people have 
benefited that are not entitled to ben­
efit. 

I think the worst thing, the worst 
thing about these transition rules it 
not rule 26 or rule 43 or any one of the 
other particular exemptions. That is 

' 
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not the worst thing. The worst thing is 
the mystery that has shrouded these 
transition rules until the House acted 
and it contines to shroud these transi­
tion rules. 

I had asked my staff last night when 
it was indicated to me by the chairman 
of the committee and one of the Sena­
tors on this side of the aisle that the 
staff was prepared to sit down with my 
staff in order to go through the transi­
tion rules one by one-that is the new 
ones, not the old ones; we have given 
our attention to those previously. We 
did not give our attention to all the 
House rules but I respect their prerog­
atives. But I wanted to know what 
these new 400 rules were all about, 
and so I asked my staff to spend some 
time finding the answer. It was about 
the middle of the evening when that 
occurred, and my staff tells me that 
they were able to get through about 
40 of the 400. 

Now, I think we are entitled to 
know. Some people may say, "Well, 
don't worry; Senator PAcKwooD is an 
honest man. He wouldn't do anything 
that wasn't right." I hereby stipulate 
Senator PACKWOOD is an honest man. 
But having said that, he and I and 
others as well may have differences as 
to the proprierty, rightness or wrong­
ness of some of those rules and we 
have a right to know what they are. 
How can we determine whether we are 
for them or against them, how can we 
talk about them if we do not know 
what they are? And if you look at the 
way they are described, they are one­
liners and they do not tell you the 
whole story. They do not tell you the 
information that was called for in the 
resolution that was adopted to the tax 
bill when we passed it, the one that I 
offered and the one that was immedi­
ately dropped in the conference com­
mittee. 

What concerns me is that when you 
shroud the legislative process in secre­
cy you contribute to the views of the 
average Americans that tax bills hurt 
average Americans and that only 
those with clout get taken care of. 

If 230 million Americans had the ca­
pacity and the ability and the interest 
and the willingness to study what has 
transpired in connection with this tax 
bill, I tell you what they would say. If 
they knew it fully, they would say, "I 
appreciate the thrust and the direc­
tion of the tax bill, it moves in the 
right direction, and I think it is going 
to help me as a middle-class or poor 
person." But they would also say, "But 
why do they give away so much money 
to so many people? How did they 
decide what to give to this company 
and that company. Why? They didn't 
ask me what my problems are. Maybe 
they should have given me a special 
tax benefit because I am having diffi­
culty meeting the mortgage payment. 
I can't pay the payment on my auto­
mobile. My employer just cut my 

wages. And the union went along with 
it because they had no choice because 
the employer was going to close down. 
Maybe we ought to have a special 
transition rule." 

They did not get it. They did not 
have any lobbyists around here. They 
did not have anybody at court, and 
that is what bothers me. What do av­
erage Americans think when some get 
taken care of and so many get left 
out? 

It will help many but many will be­
lieve that it will not help them. I be­
lieve one of the challenges we face as 
Members of this body, as Members of 
the U.S. Congress, one of the most dif­
ficult challenges we have is to restore 
the faith of the American people in 
their own Government. You have all 
seen those polls about what people 
think of Congress-not a very high 
rating. This adds to that perception. 
People in this country ought to stand 
tall and be proud of every Member of 
Congress and every Member of the 
U.S. Senate. They ought to be proud 
of what we are doing in passing this 
tax bill, but the transition rules, both 
those at an earlier stage and those 
that have been put in new, cause the 
people of this country to lose confi­
dence in their Government and their 
governmental leaders. That, I believe, 
is the sad part of the entire issue. 
Sure, $10.6 billion is either a little 
money compared to $5 trillion or a lot 
of money compared to specific expend­
itures by Government that can help so 
many. That is not the major issue. 
The major issue is what do the people 
of America think about this way of 
Government? 
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I think there is nothing more impor­

tant than trying to restore the faith of 
the American people in their own Gov­
ernment, in their own governmental 
leaders. There is nothing more impor­
tant than openness. We have all 
talked about the sunshine laws: We 
have to do business in the sunshine. If 
we tell the American people what we 
are doing and why we are doing it, 
even if we say that we put that par­
ticular provision in because we needed 
to get a majority of members of the 
Senate Finance Committee to go along 
with this conference report or there 
would be no bill, I think the American 
people would understand that. I think 
we sometimes do not think that the 
American people are sophisticated and 
intelligent enough to understand. 

What bothers me is the secretive­
ness, the failure to disclose. Even as I 
stand here now, there are 1,800 pages 
to this conference report that was put 
on my desk-1,800 pages. It took two 
volumes in order to print it all. No 
Member of this body knows what is in 
those 1,800 pages. It is not possible. 

Then, we were handed these two 
lists of transition rules-one of the old 

ones and one of the new ones. Here 
are the old ones. There are 28 pages: 
RCA Satellite, $1 million; Philadelphia 
Solid Waste, $13 million; Chester Solid 
Waste, $22 million; Allegheny Electric 
Co-op, $10 million. 

Do you see anything in here for Mr. 
James Brown or Mr. George White or 
Mr. Peter Smith? No. Look at it. It 
reads like the blue book of American 
industry. 

In some instances, there are smaller 
companies as well. If you had the 
right people speaking for you, you 
would be taken care of. 

I am just leafing through it: Mount 
Vernon Mills, South Carolina, $1 mil­
lion; Charleston Waterfront, South 
Carolina, $2 million; Barbara Jordan 
II Apartments, Rhode Island, $1 mil­
lion. 

I want to make it clear that there 
are some in here in Ohio as well. I do 
not think all transition rules are 
wrong. I think that those in there 
having to do with my own State, to 
the best of my knowledge, belong 
there. But what bothers me is not the 
fact that any of these are in here. 
What bothers me is that we do not 
know what is there, and we do not 
have enough time to find out. There is 
nobody in the U.S. Senate who can 
come on this floor and tell me the an­
swers to each of those. We are entitled 
to know; the people are entitled to 
know. 
If we fail, the loser is democracy, the 

loser is our form of government, the 
finest concept of government that 
anyone has ever devised and created. 
It is democracy that suffers, the right 
of the people to govern themselves. 

I think it is necessary that we take 
the time to turn the transition rules 
from gobbledygook into plain, old Eng­
lish, and I believe it appropriate that I 
inquire of the distinguished chairman 
of the committee with respect to some 
of the specifics that are in the transi­
tion rules. But as I look around the 
floor of the Senate, I see that there 
are a number of Members who have 
come here and wish to be heard on 
this tax bill. 
It is a fact that I indicated that I 

wanted to be heard at some length, 
and I wish to inquire of the chairman 
of the Finance Committee, on my 
time, in connection with a number of 
the specific transition rules. There­
fore, Mr. President, I am about to 
yield the floor. But before doing so, 
will the Chair be good enough to 
advise the Senator from Ohio how 
much time he has remaining? 

The PRESIDING OFFICER. The 
Senator from Ohio has used 51 min­
utes of his allotted 3 hours. 

Mr. METZENBAUM. Is it the fact 
that the Senator from Ohio would not 
be subject to the two-speech rule, or 
do I need unanimous consent in order 
to protect myself in that respect? 
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The PRESIDING OFFICER. Unani­

mous consent would be required. 
Mr. METZENBAUM. Mr. President, 

I ask unanimous consent that I now be 
permitted to yield the floor, without 
my first remarks having been charged 
against me under the two-speech rule. 

The PRESIDING OFFICER <Mr. 
McCoNNELL). Is there objection? The 
Chair hears none, and it is so ordered. 

Who yields time? 
Mr. BENTSEN. Mr. President, I 

yield 10 minutes to the distinguished 
Senator from Illinois. 

The PRESIDING OFFICER. The 
Senator from Illinois. 

Mr. DIXON. Mr. President, today we 
cast a final vote on the question of 
whether there will be tax simplifica­
tion and reform in this session of Con­
gress. 

A good deal has been said on both 
sides of the question about H.R. 3838, 
but I think that almost every Member 
in either House will agree that this is 
truly a historic moment in Congress. 
We say that a good many times; I ap­
preciate that fact. But I think that 
any Member who has been here for a 
while appreciates the fact that this is 
landmark legislation. 

Mr. President, this truly is a funda­
mental reform of the entire Internal 
Revenue Code of this country. As my 
distinguished friend from Ohio point­
ed out when he waved the books con­
cerning this bill which are on our 
desks, this bill constitutes 925 pages, 
and the explanation of the bill consti­
tutes another 886 pages. 

I think most Members would under­
stand that this is not a simple, black 
or white decision for any of us. Some­
one in the House the other day said 
that this is in varying shades of gray. 

Some of us have expressed concern 
about what this legislation might do to 
the economy. But I would argue that 
any bill that takes 14 brackets, with a 
high of 50 percent, and reduces it to 15 
percent and 28 percent, reduces the 
corporate tax rate from 46 percent to 
34 percent, and takes 6 million work­
ing poor in this country off the tax 
rolls, ultimately, in my view, has to be 
of benefit to our economy. 

There are some things about this bill 
I do not like. I was one of those who 
led the fight in the Senate to retain 
the deductibility of the sales tax if you 
itemize on your return. My State of Il­
linois and many other States in this 
Union rely upon the sales tax for one 
of our major sources of revenue. I am 
sure they take some exception to the 
fact that we can no longer deduct the 
sales tax if we itemize. 

I was one of the leaders on the floor 
of the Senate to attempt to retain full 
deductibility of the individual retire­
ment accounts. While I am pleased 
that what the conference committee 
has done has improved the deductibil­
ity of the IRA's over what was done in 
the Senate, I am disappointed that we 

do not have full deductibility of the 
IRA's under the conference report 
before us. 
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I am very disappointed that more 

was not done to ease the transition 
rules with respect to real estate invest­
ment. I truly think there has been 
some change in the rules in the middle 
of the game with respect to real estate 
investments. 

But on the positive side, I want to 
make these observations: In the first 
place, in this conference report the 
conferees who have crafted this legis­
lation have literally taken $120 billion 
in tax liability off the backs of individ­
ual American citizens. Now, that is an 
historic step by this conference com­
mittee. Again, may I say this confer­
ence report takes 6 million working 
poor folks in America off the tax rolls 
completely, Mr. President, a monu­
mental task of great significance to or­
dinary working people in the country. 

On the other side as importantly is 
the fact that we take the wealthy indi­
viduals in the country and the major 
corporations in the country who on 
many occasions in the past having re­
alized a substantial profit did not pay 
taxes and we have insured in the 
future that they will be paying taxes. 

Now, I want to answer several 
charges that have been made against 
this bill that I think, Mr. President, 
are not fair. There has been a sugges­
tion by some that this bill was not fair 
to middle-class, ordinary folks in the 
country. 

My information with respect to this 
bill is as follows: That for the tax 
brackets of $10,000 to $20,000, $20,000 
to $30,000, and $40,000 to $50,000 for 
those tax brackets which I will say for 
Illinois certainly covers from $10,000 
to $50,000 what we ordinarily consider 
to be middle-class folks in Illinois, 
each of those categories has a substan­
tial amount of tax relief under this 
conference report. 

For people in the $10,000 to $20,000 
bracket, as I understand the report, 
the tax relief will be 22.3 percent, 22.3 
percent. Now, that is a significant tax 
saving for the people in that bracket. 

For the people in the $20,000 to 
$30,000 bracket the tax savings will be 
9.8 percent, almost 10 percent. And for 
the people in the $40,000 to $50,000 
bracket, the savings will be 9.1 per­
cent. 

So contrary to what has been repre­
sented by some of those opposed to 
this legislation·, in the $10,000 to 
$50,000 bracket among middle-class 
American citizens, tax relief runs all 
the way from 9.1 percent to 22.3 per­
cent, and I would argue that that is a 
very substantial amount of tax relief. 

Now let me address the question of 
the deficit. Some have said that this 
bill does not adequately deal with the 
question of the deficit. I believe that 

every Member here in the Senate is 
concerned about our budgetary deficit. 
I would like to say that this Senator 
has done what he can about that ques­
tion. I cosponsored Gramm-Rudman­
Hollings. I spoke for it. I voted for it. I 
supported repairing the trigger on 
Gramm-Rudman-Hollings when the 
U.S. Supreme Court broke the trigger 
on the grounds of separation of 
powers. I have introduced in every ses­
sion of Congress a constitutivnal 
amendment to give the line item in re­
duction power to the President of the 
United States. I voted for the line item 
in reduction veto power. I spoke for 
the line item in reduction veto power. 
On two cloture votes in the Senate, 
one of which fell short by 2 votes, one 
that fell short by 3 votes, I voted for 
cloture to get to the question ultimate­
ly of the line item in reduction veto 
power. I have twice voted for a consti­
tutional amendment to balance the 
budget, Mr. President. 

So I think I have demonstrated by 
my votes in this Congress and in this 
Senate my concern for the budgetary 
deficit. But the plain, simple fact is 
that nobody ever thought that this 
tax bill was supposed to do anything 
about the deficit. Every single, solitary 
person involved in this process, the 
President of the United States, the 
Secretary of the Treasury, the distin­
guished Senator from Oregon, the 
chairman of the Finance Committee 
of the Senate, the distinguished Con­
gressman from the city of Chicago, 
the chairman of the Ways and Means 
Committee of the House, all said from 
the very beginning that the idea here 
was revenue neutrality in connection 
with this legislation, that there was 
not going to be any attempt to raise 
revenue to reduce the budgetary defi­
cit under this legislation. 

The PRESIDING OFFICER. The 
Senator's 10 minutes have expired. 

Mr. DIXON. I thank the President. 
So I will say this in my conclusion: 

There is no black and white in major 
things of this kind. But in my view so 
far as the various shades of gray con­
cerning this legislation are concerned, 
Mr. President, this is at least 60-40 a 
substantial improvement over the ex­
isting Revenue Code, and at the appro­
priate time this afternoon when we go 
to the issue, this Senator will vote 
"aye" in favor of the conference 
report and I congratulate my confer­
ees who have crafted this important 
legislation on the work they have 
done. 

The PRESIDING OFFICER. The 
Senator from Texas. 

Mr. BENTSEN. Mr. President, I 
think the distinguished Senator from 
Illinois has done us a service with a 
very fine speech addressed to the 
merits of this bill. 

As I have looked at this bill and 
worked on this bill, I have come to the 

' 
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conclusion that we certainly have a 
mixed bag on our hands. Isn't that 
generally the case when we are talking 
about a major piece of reform legisla­
tion? It is never just as you or I would 
have written it. It is the give and take 
of the process. That is the way the 
democratic form of government works 
and rightfully so. A major bill like this 
has some pluses and some minuses. To 
try to decide how to vote on the bill, 
you have to sit down and start listing 
the advantages and the disadvantages, 
and see what the bill does to the 
American people. 

Then you have a philosophical ques­
tion-the question of whether the tax 
system should be used to provide eco­
nomic incentives. Some economists say 
we should not put any incentives in 
the tax system, should not tilt the 
system in one direction or another. 

I do not buy that. I do not believe 
that. The economists say just go 
ahead and appropriate the money. Let 
a Government agency run the pro­
gram; that is the way to take care of 
the problem of housing needs, and of 
all the other problems of society. I 
just happen to think the private sector 
is more efficient in addressing the 
problems and that we ought to pursue 
private-sector solutions through tax 
incentives. 

Mr. President, this bill gets rid of a 
lot of those tax incentives. 

Why, then, would I vote for this bill? 
The reason I would is because each of 
those tax incentives is put in place at a 
time in our history when it serves 
what we deem to be a worthwhile pur­
pose for our country, some economic 
objective we think ought to be 
achieved. But time passes, economic 
conditions change, and we never go 
back and revisit the incentives. To do 
that would be to take something away 
from special interest groups. So tax in­
centives pile on top of tax incentives. 
Finally, people do not make economic 
decisions about spending and invest­
ing; they make tax decisions. And the 
country ends up with a very unfair tax 
system. 

I can point out many things in this 
bill I do not like. The Senator from il­
linois mentioned one of them, the ret­
roactivity on the real estate rules. 
That is not fair. People ought to be 
able to count on the rules we pre­
scribe. If we are going to change the 
tax rules, we should change them in a 
prospective way. It is not fair to struc­
ture the Tax Code to induce people to 
commit major financial investments, 
and then change the rules in a way 
that completely changes the econom­
ics of the investments. 

Another problem with this bill is the 
way if treats the real estate enterpren­
eur. It prevents the real estate entren­
eur-the bona fide developer-from de­
ducting his rental loss against his com­
mission income, his management fees, 
and his other development income. 

That is not right. That is not the way 
it ought to be. We do not treat other 
entrepreneurs that way. In effect, 
we're saying that the real estate devel­
oper is always engaged in a tax shel­
ter. 

I fought this issue in the committee; 
I fought it in the conference and I 
lost. And I do not think it is right. If I 
get an opportunity in the future to 
change it, I am going to try to change 
it, so that there is an even playing 
ground between real estate and other 
industries. 

The problem is, by the time we get 
the rules changed, a lot of developers 
are going to be very seriously hurt, if 
not bankrupted. 

Should we close the tax shelters? Of 
course, we should. I led the fight in 
the Senate in 1984 in the Finance 
Committee to try to cut down on real 
estate depreciation write-offs. I 
thought I had won it on a Friday. 
Over the weekend, two of my col­
leagues changed their votes. I do not 
know who talked to them about it, but 
they changed their votes and I lost. 
And I must say, the real estate lobby 
was very unhappy with me. 

Now I look at a situation where we 
have dozens of see-through buildings 
in Houston. And I see them in a lot of 
other major cities around the country. 
I think Washington, DC was well on 
the way to that. The developers here 
may be saved from their own folly by 
the changes in this tax bill. 

Take a specific example. After we 
had over 1 million square feet of 
vacant commercial space in Houston, 
all of a sudden I saw a new skyscraper 
coming out of the ground. That build­
ing has to be over 50 stories tall; it's 
not finished yet. My understanding is 
they got some mogul from the Middle 
East to contribute some of the money. 
And then I understand much of the 
money came from one of the major 
banks in the country, one of the very 
largest. One of the senior vice presi­
dents of the bank was in Houston the 
other day and he was looking at this 
tall, tall building, not finished, and he 
said, "Whose turkey is that?" And the 
fellow who was with him said, "It's 
your turkey." He said, "You mean my 
institution did that? He said, "That is 
right, your institution put the money 
into that." Millions upon millions of 
dollars; what an incredible misalloca­
tion of resources that could be used 
for a much more beneficial purpose. 

I listened to my friend from Ohio 
talking about some of the needs of our 
country. Consider the situation down 
in Brownsville, TX. They have to come 
up with the funds to build one new 
schoolroom every other week because 
of illegal immigrants coming in. Well, 
that problem is going to continue to 
mount. Wouldn't it be a more appro­
priate allocation of the resources of 
this country to build schoolrooms in 

Brownsville instead of see-through 
skyscrapers in Houston: 

This bill is going to stop the misallo­
cation for the future, and that is a 
major step forward. But, what has 
happened in this bill is what happens 
in so many bills. When things get too 
bad, we often over-correct. And that is 
what we have done here in making the 
real estate rules retroactive. They 
should be prospective, and we should 
treat the real estate entrepreneur like 
we treat other entrepreneurs. 

Mr. President, I must say that those 
who say they do not want tax incen­
tives in the system are kidding them­
selves. We have a tax incentive in the 
law for home ownership, and I think it 
is a good one. We ought to preserve 
that and encourage home ownership 
to give stability to our Nation. Home 
ownership creates community interest 
in whether the streets are being paved 
and whether the schools are good. 

We also ought to have tax incentives 
for charitable contributions. This bill 
pressures the basic charitable deduc­
tion, and I applaud that. It would be 
of great concern to me if this bill 
slashed charitable giving. 

I have to say I do have concerns 
about including gifts of appreciated 
property in the minimum tax. I have a 
hunch my friend from Missouri is 
right in saying that that is going to 
slow down some contributions. I have 
a question about that. Yet, it is true 
that we have seen abuses where people 
overvalue property and end up not 
paying tax. 

Another tax incentive is for historic 
restorations. I have supported that. 
And I think overall it has done some 
good. 

I drive down Pennsylvania Avenue 
and I look at the Old Post Office 
Building, and it is magnificent. I really 
doubt that that project would have 
been feasible without the tax incen­
tive. That magnificent old building 
can be a part of our heritage. 

Yet, I have noticed another project 
on Pennsylvania Avenue where only 
one little corner of the building is old, 
and the rest of it is new. My hunch is 
that the restoration credit was claimed 
on that. And that is abuse. That is 
what this bill will stop-those kinds of 
abuses. 

Another incentive now in the law is 
the capital gains differential. I do not 
like seeing that repealed. I am one 
who, along with the Senator from 
Louisiana and many others here in the 
Senate, fought to bring the capital 
gains rate down. We wanted mobility 
of capital where investors would not 
lock up their asset where they would 
not be afraid to sell and put the re­
sources to more productive use, be­
cause of fear of paying a high tax rate. 
So we worked to bring the tax rate 
down from 49.125 to 28, finally to 20, 



September 27, 1986 CONGRESSIONAL RECORD-SENATE 26601 
and here it is jumping back up to 28 
again. 

Why did I finally go along with this 
change? I went along with that be­
cause of the dramatic reduction in 
overall rates from 50 to 28 percent, at 
the top, and to 15 percent for 80 per­
cent of Americans. The low rates mean 
not only a tax cut for most Americans, 
but they also mean a better deal for 
the working people of this country 
who are trying to get ahead. The 
person with drive and imagination will 
now have an incentive to put his or 
her full efforts into his or her job or 
business. The Government will take 
only about one-fourth of the profits­
not half. We should not underestimate 
the incentive power of low rates. That 
was the big payoff. 

I told someone the other day that 
what finally tilted me all the way to 
voting for this bill was the great effort 
to restore some fairness to the tax 
system. And he turned and said to me, 
"That is a slender reed to hang your 
decision on." I do not believe that. I do 
not think there is a more important 
reason to be for this very major 
reform of the tax system than fair­
ness. 
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Take the fellow who is making 

$30,000 a year, $40,000 a year, a family 
of four, working out his tax return on 
April 15. And he reads about someone 
making millions and paying no tax. 
Consider an employee of a company 
working out his tax return on April 15 
who reads about his own company 
making hundreds of millions of dollars 
year after year and paying no taxes. 
He says something is wrong with the 
system. You know, he is right. That is 
what we have to change. There is a 
perception of unfairness in the tax 
system. It is more than a perception. 
It is a reality. 

Last year I introduced a tough alter­
native minimum tax for corporations. 
A number of other Senators have done 
that. We have put a tough minimum 
tax in the tax bill. Never again will 
people be able to point to huge corpo­
rations making hundreds of millions of 
dollars and not paying any taxes. All 
profitable corporations are going to 
have to pay their share. So will all 
wealthy individuals. Is this bill simpli­
fication? Yes, major simplification. 
Approximately 80 percent of returns 
that will be filed will be the short 
form. Most taxpayers will not have to 
pay a fortune to an accountant or a 
tax lawyer to make out the return. 

Unfortunately, I don't think this bill 
is simplification for the wealthier tax­
payer. No. I wish it could have been. I 
had hoped we could bring that about. 
But that is not the case. Tax account­
ants and lawyers will revel in this. 
They will probably raise their fees if 
they can go higher than they already 
are. And out there is that vast army of 

tax lawyers and accountants, they are 
working very hard to find new loop­
holes. And as hard as we have worked 
on this bill, as much as the chairman 
has devoted his time to trying to stop 
those things, as have others on the 
committee and the staff, next year we 
will find that the lawyers and account­
ants have been successful in trying to 
do some things to try to protect them­
selves. 

I heard one of my friends in the 
Senate say that the politically smart 
vote was to vote against this bill. You 
know, I think he is right. And the 
reason I think he is right is because 
the people that are on the losing side 
in this, and the people who lost their 
shelters are sure going to know about 
it. And you have an incredible number 
of PAC's in this country that are going 
to be telling them about it. And they 
are going to be telling them next year, 
and they are going to be relying on 
them again in 1988. 

How about people that are on the 
winning side? How about the 6 million 
working poor? How about low-income 
people? How about middle-income 
people who have a substantial percent­
age tax savings in this? Will you hear 
from them? Will they know about it? 
Those are the folks that do not have 
PAC's. There is no trade organization 
in Washington sending out a letter 
right now to each and every one of the 
working poor that will be taken off 
the tax rolls, to the low-income people, 
or to the middle-income people. They 
are not represented here. The good­
news letter will not be sent. The bene­
fits are so diffuse over them that they 
will not stand out high profile. The 
fact that a middle-income family 
might have saved $400 or $500 a year 
in taxes will really not be driven home 
to them. 

I assure you by election time they 
will probably have forgotten. But I 
promise you the P AC's are going to 
remind those who voted for this bill 
and they are going to inform their 
constituency of who voted for it, and 
remind them of the negative effect the 
bill had on them because they lost 
their favorite loophole. 

But I believe in this bill that the spe­
cial interests have been subordinated 
to the public interest. This is a bill 
that they said could not be done; that 
there was no way you could overcome 
the influence, the contributions, the 
PAC letters, the organized groups, and 
bring about this kind of a massive 
reform of the tax system. But it has 
happened. 

And I think it is a step forward. How 
is it going to affect the economy? I am 
not sure. That does concern me. As I 
listen to the economists, I hear some 
very erudite, men and women, learned, 
arguing both sides of that question. 
Will we be back to visit this bill? Sure 
we will. Will there be a technical 
amendments bill next year? Yes. If we 
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see a negative impact on the economy, 
we will try to do something about it. 
Repealing the investment tax credit is 
a risk. Capital investments are down. 
One of the things that concerns us 
most is the trade deficit and our fail­
ure to modernize the productive capac­
ity of this country so we can compete. 
There is a risk that the repeal of the 
ITC will worsen this situation. 

I heard the chairman of the House 
Ways and Means Committee say he 
does not want to revisit this bill next 
year. We were over there in the Ways 
and Means Committee room and he 
said "I want to put a sign on the doors 
that says, 'Gone fishing.'" I said to 
the distinguished chairman, "Don't 
rent out this room next year. I have a 
hunch we are going to be back." 

Mr. LONG. Mr. President, will the 
Senator yield? 

Mr. BENTSEN. Yes. 
Mr. LONG. Mr. President, I could 

not agree with the distinguished and 
able Senator from Texas more. He and 
I know there are a lot of things in this 
bill that will change. I am for this bill. 
I think it is a good bill for the country 
on balance. And, yet, I agree with the 
Senator from Texas that there are a 
lot of things in the bill that should be 
changed. This is a dynamic country. 

This country does not stand still. 
There are things about this bill that 
will need to be corrected, and the 
sooner we get to it the better. There 
will be a bill next year, to correct tech­
nical mistakes made in the bill. We 
know there are mistakes. There always 
are. 

Mr-. BENTSEN. I understand there 
are going to be some of the Senators, I 
suppose, who will be trying to rewrite 
the history of this bill down the line; 
they'll be trying to rewrite their posi­
tion. 
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But although some of us may try to 

rewrite history after this bill is over, 
overall the facts are that I think it is a 
bill that is worthy of our support. It is 
not cosmetic. It helps restore fairness 
to the system. It says to middle 
income, "We are going to give you a 
tax cut." 

This bill also says to the working 
poor, "We are going to give you an ad­
ditional reason to stay off welfare and 
go to work because if you are below 
the poverty line, we are going to take 
you off the income tax rolls. You are 
going to pay the payroll taxes; you are 
going to continue to pay your sales 
tax. But we are going to give you an 
additional incentive to have a produc­
tive job and get yourself back up to a 
position where you get back on the 
income tax rolls.'' 

So those are the positive and affirm­
ative things of this monumental piece 
of legislation which will pass through 
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this body. I hope my colleagues will 
support it. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. PACKWOOD. Mr. President, I 
yield 10 minutes to the Senator from 
Texas. 

Mr. GRAMM. Mr. President, I thank 
the distinguished chairman of the Fi­
nance Committee for yielding. Let me 
begin my discussion of this bill by con­
gratulating the people who wrote it. 

Bills like this do not just happen. 
They happen because of leadership. I 
remember when we started this term 
and the objective was a tax reform 
bill. I looked at the progress that was 
being made, or the lack thereof, and I 
wondered whether or not, with all the 
separate, competing interests that to­
gether make up the public interest, if 
we would ever get a bill written that 
could be adopted. 

I remember that period where we 
had a collage of all these compromises 
and things ground to a halt. Then, 
Chairman PACKWOOD went back to 
basics. He set out the basic principles 
we would try to achieve in tax reform 
and what the end product might look 
like and started again. 

I think it was out of that brilliant 
decision that we have come to this 
point. We have an opportunity today 
to adopt a tax reform bill that will 
change the Nation and will improve 
the efficiency with which we invest 
our resources in this country. I think 
this bill is more of a testament to one 
person than anybody else. That is BoB 
PACKWOOD. 

In my 2 years in the Senate every­
thing good that has happened here, at 
least in terms of my own perspective 
Of what is important, BOB PACKWOOD 
has had something to do with and has 
been a key leader. I think this tax bill 
is another example. 

I think his work with RussELL LoNG 
and with my senior Senator, LLoYD 
BENTSEN, helped produce this product 
today. 

I have heard over the last day of 
debate a lot of people get up and criti­
cize this bill. If you set out to find 
problems with it, no doubt they are 
there. In trying to move to lower rates, 
one has to truncate the transition 
from the old Tax Code to the new Tax 
Code. We all know that the fair way to 
do that would be to simply set out a 
day and say, "Every deal entered into 
before that day will come under the 
old tax system and every one after 
that day will come under the new tax 
system." 

The problem in doing that, as the 
committee found, for obvious reasons, 
is that unless you truncate the transi­
tion process you cannot lower the 
rates and thereby provide the incen-
tives for Congress to act. 

It is obviously unfair to transition 
out of the old system in 3 years and 
change the rules of the game on 

people who made investments in good 
faith. No matter how inefficient those 
investments might have been from the 
point of view of the economy, they 
were efficient from the point of view 
of the individual taxpayer. 

Each of us can obviously look at the 
transition rules and the individual 
items in the bill. If anybody ever told 
me that I was going to vote for a bill 
that was going to allow the University 
of Texas to treat football tickets dif­
ferently than Texas A&M, I would 
never have believed them. 

But I am here supporting this bill 
and doing it vigorously not because it 
is a perfect bill-there is a lot in this 
bill that I do not like-but I am sup­
porting this bill because it is the first 
legitimate effort in 50 years to make 
the tax system more efficient and 
fairer-fairer in the sense that we 
close loopholes, eliminate preferential 
tax incentives, and in doing so assure 
that everybody pays their fair share. 

Mr. President, in the postwar period 
we have had confiscatory marginal tax 
rates and the economy has underper­
formed. We have not had sufficient in­
vestment to meet the objectives that 
we set out for ourselves as a free socie­
ty. When the private sector did notre­
spond under confiscatory marginal tax 
rates, we set out to provide special in­
centives for investments, ranging from 
investment tax credit to special tax 
treatment for certain kinds of invest­
ments. But the net result was to pro­
vide incentives to invest, in some cases 
intentionally and in some cases unin­
tentionally primarily in areas singled 
out for political reasons, not singled 
out for economic reasons. 

As a result, we have had for 40 year 
in this country incentives to invest to 
avoid taxation rather than to invest 
economically to create more growth 
and jobs. 

We have all seen numerous instances 
in our own little hometowns, our own 
experiences, of a misallocation of re­
sources. I would like to refer to a prob­
lem in my hometown on Highway 6, at 
Market Road 60. We had a Ramada 
Inn there which changed hands be­
cause basically we have a big demand 
on football weekends an not so much 
at other times. Then we had an Econo­
my Motel built on another corner. It 
had not been a big moneymaker. 
Maybe the bank would take it back 
but they did not know what to do with 
it. 

You would think with these two 
motels the last thing on Earth that 
would happen would be a new one 
being built right between the two. 

This is no Aggie joke. 
Right between the two we now have 

a new Economy Motel. 
Only one thing can explain that 

kind of behavior: Govenment. Only 
Government could product a policy 
that would generate that absurd 
result. That is what the American tax 

policy, which has existed for the last 
40 years, has done. It has provided in­
centive to invest to avoid taxation in­
stead of incentive to invest to create 
jobs and economic growth and real 
return for the investor and for the 
Nation as a whole. 

What this bill does, and what makes 
it revolutionary, is that it moves away 
from trying to allocate capital on the 
basis of Government-provided incen­
tives. It closes off those tax prefer­
ences and uses the resources generated 
to lower marginal rates, so that now 
on a broad basis there is incentive to 
invest where economic return exists. 

Until we see how people respond to 
this new system, it will be difficult to 
predict what the exact revenue flows 
generated by this bill will be. 

But I think the long-run impact is 
clearly going to be positive. The fact 
that you can keep 72 cents out of 
every dollar you make, no matter 
where you generate that income, com­
bined with the fact that in corporate 
earnings you are going to pay a maxi­
mum of 34 percent, together will be a 
tremendous stimulate to efficient in­
vestment aimed at creating jobs and 
economic growth. 

There is a lot of debate about the 
impact of the various tax credits and 
tax loopholes, depending upon your 
perspective, that we are eliminating. 
Quite frankly, Mr. President, I think 
most of those things do not make any 
difference. Under the current system 
you can pay up to 49 cents on the 
dollar, at the higher income levels, to 
avoid taxation and be better off. 

We all read these headlines about 
people not paying their fair share of 
taxes. Normally, what is not run in the 
story is that they pay tremendous 
amounts of money to avoid taxation 
by investing at lower rates of return, 
tying up their money and operating in­
efficiently from an economic point of 
view. 

That was a deadweight loss to socie­
ty. 

Now we have eliminated that cir­
cumstance and nobody is going to pay 
more than 27 cents out of a dollar to 
avoid taxation. 
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As a result, taxpayers will move 

more of their income into ordinary 
income, and we are going to have in­
vestment made to create jobs and 
growth. So, Mr. President, I think we 
have an opportunity to adopt a tax bill 
that despite all its problems, despite 
that if creates, as any package of this 
nature will, its own new inequities, is 
on balance a very strong and postive 
move. 

People say this is going to kill 
Gramm-Rudman. I do not see it. I am 
not positive what the net revenue 
impact is going to be next year, but I 
cannot help believing that creating in-
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centives for growth to create new op­
portunities for our people can only 
help us in balancing the Federal 
budget. 

If we lose revenues, then we shall 
have to come back and figure out what 
we are going to do about it in terms of 
savings or in terms of replacing those 
revenues. But when you get down to 
the bottom line on this vote today, 
this vote is on a piece of legislation 
that is a substantial change in tax 
policy. This bill is the first legitimate 
effort we have had in this country in 
the postwar period to make the tax 
system more efficient in the allocation 
of the Nation's resources and to make 
it fairer to the people who do the work 
and pay the taxes and pull the wagon 
and make this country work. 

Mr. BENTSEN. Mr. President, I con­
gratulate my distinguished colleague. 
He has a fine record as an economist 
and has spent many years of his life 
dedicated to better understanding that 
very difficult science. I think his state­
ment has been most productive and 
helpful to us. 

Mr. LONG. Mr. President, will the 
Senator yield on my time? 

Mr. GRAMM. I am happy to yield. 
Mr. LONG. Mr. President, the Sena­

tor touches on a point that I would 
like to discuss with him for a moment. 
I think it is inherent in government 
that we cannot do something without 
overdoing it. You do not need to go far 
to see that, in an effort to help people, 
we often spent a lot of money to bring 
about the wrong results. 

We ought to spend money in ways 
that will encourage people to do what 
is best for them and for society. 

In this bill, we repeal the investment 
tax credit. 

While in the Senate I have voted 
three times to put the investment tax 
credit in place. This will be my third 
vote to repeal it. In two cases, the 
same President who asked me to vote 
to repeal it asked me to reinstate it. 

During the periods we have had an 
investment tax credit, it has done a lot 
of good. It provides a stimulus to help 
develop needed investment in plant 
and machinery. However, at times it 
went too far and overheated the econ­
omy. Thus, we have repealed it twice 
already. This will be the third time. 

Yet if one wants to get the economy 
moving, I have yet to see a more effec­
tive way than the investment tax 
credit. Time will tell whether we 
should repeal it forever or not. 

It is important to keep it mind that 
we are simply unable to guarantee 
that we will stimulate the kind of ac­
tivity we want to stimulate without 
doing more. Invariably, if we think 
something is good, we want to do more 
of it and we sometimes do too much. 

We also have a perception problem. 
In the past, when we gave a tax subsi­
dy, we made it difficulty favorable 
that one could avoid paying any tax at 

all. We know better than that now. We 
know that the subsidy should not be 
so large that one could avoid paying 
income tax completely. 

In my judgment, no one here is 
smart enough to write a tax bill that 
we will want to apply for all time. But 
we know that this bill will be a major 
improvement for now. I believe that, 
as time goes by, it will be made a 
better bill. We should have a stimulus 
to encourage people to do things we 
think are good for the country. How­
ever, we need to learn how to better 
control it so it is not overdone. 

Mr. GRAMM. Mr. President, if I 
may respond to the distinguished Sen­
ator in what I have left of my 2 min­
utes, I want to say I think the most ef­
fective stimulus is the one being pro­
vided by this bill. That is a low mar­
ginal rate. I think at various times, we 
have benefited from things like the in­
vestment tax credit, but those invari­
ably have been put into place for polit­
ical reasons to respond to problems 
that were here today and might be 
gone tomorrow and often, they misal­
locate resources even as they create 
jobs in the process. 

I think the beauty of this bill is that 
by having a low marginal rate, the in­
centive will be to choose investments 
on the basis of their economic produc­
tivity. So whether this will cause a 
short-run boost in the economy, I 
think quite frankly with the problems 
of the real estate industry it might 
not, but in the long run it will help. 

Mr. LONG. Mr. President, only time 
will tell whether we are wise to repeal 
the investment tax credit, or whether 
it will remain repealed. 

I thank the Senator. 
Mr. PACKWOOD. Mr. President, I 

yield 10 minutes to the Senator from 
California. 

The PRESIDING OFFICER. The 
Senator from California is recognized 
for 10 minutes. 

Mr. WILSON. Mr. President, one of 
the great fringe benefits of service in 
this body is the opportunity to learn. I 
think those who were privileged to be 
here during the recent exchange be­
tween Senator LONG and Senator 
GRAMM had that opportunity. There is 
a great deal of distilled wisdom in the 
observations made by the ranking 
member and former chairman of the 
Committee on Finance. And I would 
have to say that as I listened to Sena­
tor GRAMM, he needs to be admonished 
that if he is not careful, he may give 
economists a good name. 

Mr. President, as have my col­
leagues, I have spent a very long time 
considering the need for tax reform, 
the various legislative proposals that 
were made to accomplish, to varying 
degrees, real reform, and the bill that 
is now before us. 

As part of my consideration, I spoke 
to businessmen and women in my 
State of California about the pluses 

and minuses of the different propos­
als-what effect the proposals would 
have on their ability to invest and the 
ability of their customers to buy. 

I spoke to people about the proposed 
changes to the taxation of individ­
uals-what effect the proposals would 
have on their ability to save, to buy 
necessities, to purchase a home, and to 
feed, clothe, and educate their chil­
dren. 

I spoke with economists about the 
proposed changes-what effect the 
proposed bills would have on invest­
ment, our GNP, our ability to produce 
domestically and compete internation­
ally. 

Mr. President, not long ago, in a 
mood of near euphoria, we sent to con­
ference the Senate's version of tax 
reform. What has come back from 
conference is a report that is not 
nearly as good as the Senate tax 
reform bill but, nonetheless, a bill 
worthy of our support-despite many 
serious defects. 

More to the point, it is not amend­
able. Therefore, there are two relevant 
questions that should be facing Mem­
bers of this body as we contemplate 
which way to vote on this important 
legislation. 

The first question is this: Is the bill 
before us an improvement upon the 
current code? 
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Second, is it a better place, as Sena­

tor LoNG has admonished, from which 
to start on further reform than is the 
current code? The answer to both of 
these questions, Mr. President, not­
withstanding whatever defects and un­
fairness may exist in this legislation, is 
yes. The answer to both questions is 
yes, which is how it comes to pass that 
the chairman of the Finance Commit­
tee, Senator PAcKwooD, and the other 
supporters of this legislation now 
defend a whole which contains parts 
and elements which they did not like 
and which they resisted, unsuccessful­
ly, in the conference. But the answer 
to both of these critical questions is 
"yes," not because this mixed bag con­
tains, on balance, more good than bad, 
but because it is better than what we 
have, significantly better; and perhaps 
even more importantly, because it 
offers us a better place from which to 
continue the well begun but unfin­
ished business of tax reform. 
It is no secret, Mr. President, that 

next year we will be facing more than 
simply a "technical corrections bill 
prompted by this year's tax reform" 
effort. Because this bill would sweep 
away virtually all of the tax shelters 
that have crept into our system, or at 
least very many of them, and because 
it would streamline our Tax Code both 
on the corporate and individual sides, 
there are not very many significant 
places left to trim as a means of either 
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recovering revenues by canceling "tax 
expenditures" or of revenue-neutral 
creation of new preferences "tax ex­
penditures." There are no more $23 
billion motherlodes to tap. If we are to 
raise money by adjusting our income 
taxes either to create a tax preference 
or for any other purpose, it will have 
to be done headon by raising rates. 
That will not be easy, nor should it be. 
That simple fact alone may constitute 
the best protection against easy 
income tax increases or the kind of 
backsliding that could bring an insidi­
ous return of shelter creep to the Tax 
Code. 

Yesterday, Mr. President, I listened 
to one of the best speeches I have 
heard on the Senate floor in the time 
I have been in the Senate. The distin­
guished Senator from Missouri [Mr. 
DANFORTH], with eloquence exceeding 
even his norm, delivered a very 
thoughtful analysis with very clear 
conviction, in which he raised a 
nurnnber of cogent argurnnents for op­
posing this legislation. So good was his 
speech that I think it could serve us 
very well as a matrix against which to 
test this legislation. He spoke of un­
fairness and cited many instances of it. 
I quite agree with him that fairness is 
the fundamental test of any tax legis­
lation, and I do not dispute any of the 
examples of unfairness that he 
brought forward. 

Indeed, I do not expect that the 
chairman or many of this bill's sup­
porters do. Obviously, there were 
enough conferees who hold a brief for 
some of those unfair results-because 
they are in the bill. Indeed, I could 
add some examples of my own. Per­
haps the best example is the issue of 
the individual retirement accounts 
which occupied much of my own time 
and energy on this floor. We came 
close, but lost on that measure. More 
regrettable, the public lost. It seems to 
me more than legitimate for those 
who are seeking to put something 
aside to supplement their retirement 
income to ·do so with encouragement 
from the Tax Code. This is a national 
interest. It is also clear that IRA's 
have provided a significant source of 
new savings for new investment to 
create new jobs. 

But for all its unfairness, whatever 
those instances may be, this bill on 
balance produces much greater fair­
ness than the current code. The cur­
rent code taxes both individual and 
corporate taxpayers at widely differ­
ing effective tax rates, and that is not 
at all fair. These differing effective 
tax rates, Mr. President, exist because 
some taxpayers are heavily sheltered; 
that is to say, because of the prefer­
ences in the current code, which this 
bill will eliminate. The minimurnn tax 
provisions which prevent all taxpay­
ers-individual or business-from es­
caping the payment of any tax, as so 
many have and can under current code 

shelters, is a major breakthrough in 
fairness. 

This bill is legitimately entitled to be 
called reform in contrast to the five 
previous efforts-which in general 
simply sought to swap one set of tax 
preferences for another. It is entitled 
to be called reform for two reasons­
because it has eliminated those shel­
ters and required that all citizens pay 
at least some minimurnn tax, and be­
cause it has brought about a dramatic 
reduction in rates which by itself con­
stitutes an enormous increase in fair­
ness to the vast majority of taxpayers. 

And here, Mr. President, not at all 
parenthetically, let us give full credit, 
as did Senator GRAMM where it is due. 
Many have spoken over the years of 
the need to do what now has been 
done by one man's energy and deter­
mination. I commend him and I give 
full credit to BoB PACKWOOD. One man 
finally made it happen. 

This bill provides dramatic rate re­
ductions while retaining important de­
ductions: That for home mortgage in­
terest; that for State and local income 
and property taxes; that for charitable 
contributions, though not, unfortu­
nately, including gifts of appreciated 
property. 

Senator DANFORTH was concerned as 
well about the economic impact that 
this legislation will have. I suspect 
that in the near term he is right; it 
may well have a dampening effect. 
The tightening of depreciation, the 
loss of the investment tax credit, will 
produce, with other changes, a shift of 
$120 billion to business from individ­
ual taxpayers over the next 5 years. It 
will affect the cash-flow of businesses. 
In the heavy industries, in particular, 
it will probably cancel sales, cancel 
purchases, which will have implica­
tions even for high technology. For ex­
ample, General Motors is a major pur­
chaser of semiconductors. 

But, Mr. President, our economic 
growth will be far more affected by 
the success or failure of deficit reduc­
tion and by monetary policy, which 
fact enjoins upon the Governors of 
the Federal Reserve Board the caution 
to be adequately expansionary in set­
ting monetary policy in the future. 

In the long term, Mr. President, the 
economic impact of this bill I think in­
evitably will be a healthier investment 
climate because reduced borrowing 
will result from the lessened incentive 
of reduced rates against which to 
offset interest deductions. Economic 
growth will be financed more by 
equity in the future than by indebted­
ness, and that is healthier. 

This bill will produce a healthier in­
vestment climate and greater real eco­
nomic growth because of the elimina­
tion of shelters which have been dis­
torting the marketplace. Let the mar­
ketplace govern investment decisions, 
unfettered by the kinds of distortions 
that have become the reality over half 

a century of incremental growth in 
the Tax Code. The growth in shelters 
has pushed investors to seek so-called 
profitable tax losses. It has created a 
traffic in those losses. That incremen­
tal growth in shelters has made our 
tax system a very inefficient allocator 
of resources. 

Low rates and the loss of shelters, by 
contrast will encourage investment for 
real return and remove the incentive 
for investment in nonproductive assets 
that contribute no real growth to our 
economy. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mr. WILSON. Mr. President, I ask 
for 3 additional minutes. 

Mr. PACKWOOD. Mr. President, let 
me say this. We have only 48 minutes 
left on our side. The other side has 
about 4 hours. If the Senator from 
California could wrap up in 2 minutes, 
then I am going to ask the rest of our 
speakers to hold themselves to the 
times allocated or the rest of our fel­
lows will not get any time at all. Two 
minutes. 

The PRESIDING OFFICER. The 
Senator from California is recognized 
for 2 minutes. 

Mr. WILSON. I thank the Chair and 
the distinguished manager. 

Mr. President, deficit reduction was 
the final concern that I share with 
Senator DANFORTH. I agree emphati­
cally that deficit reduction is a far 
more urgent priority even than tax 
reform. I told the President so at the 
beginning of his tax reform effort. 

What will the impact of this tax bill 
be on revenues? This coming year it 
produces a surplus. In the next 2 years 
it will produce a shortfall in revenues. 
Only over 5 years does it promise to be 
revenue-neutral. 

But, Mr. President, the brightest 
note I entertain is that as tax reform 
in future years encourages investment 
for real return and discourages heavy 
borrowing and indebtedness, it will 
compound its therapeutic effect as an 
efficient allocator of resources in that 
it will produce a long overdue drop in 
real interest rates that have been kept 
too high by an artificially high and ar­
guably unhealthy level of borrowing 
and indebtedness. In fact, I think we 
wil continue to attract foreign capital 
to create American jobs, but it will 
take the form of equity rather than 
debt. 
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Mr. President, this bill in most in­

stances-though certainly not all-is 
better than what we have. It is a 
better place from which to continue 
real tax reform. If unfinished, this 
effort at tax reform is well begun. 

Let me say that transition rules are 
not the reason to vote for this bill. 
Anyone who thinks that, frankly, is a 
fool. Anyone who seeks a transition 
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rule would be better off seeking to 
defeat the bill to avoid the change ne­
cessitating transition rule relief. No, 
that is not the reason to support the 
bill. It should be supported because it 
is in itself a marked improvement 
upon existing law, which I think will 
have greatly beneficial economic 
impact, and because it provides a 
framework, for further reform prefer­
able to the present unfair tax struc­
ture of too high rates which are incon­
sistently relieved by a jumble of shel­
ters of widely varying purpose and 
merit. 

I thank the distinguished manager, 
and I yield the floor. 

Mr. PACKWOOD. Mr. President, I 
am most grateful for the kind com­
ments of the Senator from California 
and the Senator from Texas [Mr. 
GRAMM] about my leadership. 

This bill, however, did not just 
spring full-blown out of the Finance 
Committee secretly. There were many 
people responsible for it many months 
and years before. There were Senator 
BRADLEY and Representative GEP­
HARDT. Senator KAsTEN and Represent­
ative KEMP were responsible for a bill 
that proposed very low rates. 

I yield 5 minutes to the Senator 
from Wisconsin. 

Mr. KASTEN. I thank the chairman 
of the Finance Committee for his kind 
comments. 

Mr. President, the Senate will short­
ly enact historic legislation to reform 
the Nation's Tax Code. I applaud that 
effort. 

The tax bill we are about to adopt is 
historic for several reasons. 

First, it will reduce tax rates for the 
working men and women of the 
Nation. Just a few years ago, the top 
personal tax rate was 70 percent. 
When this bill goes into effect, the top 
personal rate will drop to 28 percent. 

That means that more money will be 
left in the pockets of American tax­
payers. 

More assets will be available to make 
new investments in our economy. Jobs 
will be created and American made 
products will become more competitive 
overseas. 

Second, this legislation is pro family. 
The most essential provisions of the 
Tax Code for working families are re­
tained and strengthened. 

The personal deduction is increased, 
as is the standard deduction. Further­
more, the most important provision in 
the Code to encourage home owner­
ship, the mortgage interest deduction, 
is retained. 

In addition, families will be able to 
continue to borrow against the equity 
in their home to pay for the education 
of their children. 

This legislation goes even further to 
assist the poorest families. Over 6 mil­
lion of our Nation's poor will be given 
a boost up the economic ladder by 

being taken off of the tax rolls alto­
gether. 

Third, this legislation will return our 
Tax Code to the fundamental princi­
ple of fairness. Individuals making the 
same amount of money will now pay 
the same amount of taxes. Special in­
terests will no longer be able to shelter 
their income and avoid paying taxes. 

Included in this legislation is a stiff 
minimum tax provision. Corporations 
will no longer be able to dodge paying 
their fair share of taxes. 

Most important of all, this bill takes 
a major step toward getting Govern­
ment out of the business decision 
equation. The tax impact-business to 
business to business-will be equalized. 

As an example of this, look at one of 
the most important industries in my 
home State of Wisconsin-agriculture. 
The current Tax Code encourages 
large corporate-style farms to make 
capital investments such as milking 
parlors, hog confinement operations, 
and expensive farm machinery, in a 
number of ways. 

The deduction now permitted for 
passive losses, the current Tax Code 
also encloses wealthy nonfarm inves­
tors to farm the Tax Code, by shelter­
ing money in cattle, hog, and dairy op­
erations. 

! believe that we need to encourage 
capital investment in most areas of the 
economy. But agriculture has surplus 
productive capacity now. More capital 
investment means more production 
and lower prices for the family dairy 
farmers of Wisconsin and for family 
farmers across the country. 

Three years ago, there was little talk 
in this town about real tax reform. 
When Congressman KEMP and I intro­
duced the "Fair And Simple Tax" bill 
[FAST], tax reform was not on the 
inside track. Senator BRADLEY and 
·Congressman GEPHARDT were also 
early leaders in the effort to reform 
our Tax Code, as the chairman of the 
Finance Committee just said. 

Then the President and the Secre­
tary of the Treasury weighed in in 
favor of tax reform. That began to 
give the issue real momentum. But the 
credit also belongs to the chairman of 
the Finance Committee, Senator PACK­
wooD, for the work he did in taking 
this group of ideas and differing opin­
ions and putting them all together. So 
it is PACKWOOD along with Chairman 
RosTENKOWSKI who deserve the credit 
for bringing these packages together. 
Ideas have consequences. And I believe 
this tax bill is an example of the test 
of that. 

This tax bill is yet the latest battle 
in the supply side revolution. What 
once was an economic theory followed 
by a relative few has now become 
mainstream: it is now embraced on a 
bipartisan basis. 

Experience has shown us again and 
again that by reducing tax rates, the 

economy is stimulated and our Na­
tion's economic health is improved. 

In 1978, when the capital gains rate 
was 49 percent, revenues were $9.3 bil­
lion. When we cut those rates to 28 
percent in 1979, the economy respond­
ed with healthy growth in that sector, 
so much so that revenues increased to 
$11.6 billion, even though the rate 
went down. Most recently, when the 
capital gains top rate was cut to 20 
percent in 1981, the economy took off. 
Revenues from this unleashed sector 
doubled within 3 years. 

It is clear, by lowering tax rates we 
remove the deterrents to the working 
people of the Nation to work harder, 
increase investments, increase savings, 
and create new jobs. 

This legislation returns to the prin­
ciple that individuals should be re­
warded for doing a good job. Economic 
successes will no longer be penalized 
by being pushed into higher and 
higher tax brackets. 

Instead, those individuals will be en­
couraged to reinvest their earnings, 
and savings will increase. This will fur­
ther stimulate the Nation's economy. 

The Nation will be better off under 
this new code than the one now in 
place. Low marginal rates and th·e key. 

The efforts of America's working 
men arid women will no longer be pe­
nalized by our Tax Code. People will 
be better off with lower rates than 
they are today, and America will be 
better off, too. 

I support the conference report and 
urge the Senate to quickly adopt it. 

The PRESIDING OFFICER. The 
Senator from Montana [Mr. MEL­
CHER]. 

Mr. MELCHER. Mr. President, while 
driving in this morning to come to the 
Capitol, I listened to National Public 
Radio. One of the newscasters, quot­
ing the distinguished chairman of the 
Senate Finance Committee, Senator 
PACKWOOD, spoke in relationship to 
the economic conditions that might 
result if the bill becomes law. She 
quoted him as saying, "Well, no guts, 
no glory." 

Referring to the 97-to-3 vote that oc­
curred a few weeks ago when the bill 
passed the Senate, I am certain that 
the distinguished chairman did not 
mean that the 97 who voted for the 
bill had guts and the 3 of us who voted 
against it did not have guts. 

As a matter of fact, what existed at 
that particular time was a euphoria in 
the media and the public attitude 
throughout the country that we had 
discovered a very amazing way to re­
ducing people's taxes. 

Well, it is not the media that really 
analyze a tax bill. It is not editorial 
writers and newspaper writers who 
analyze a tax bill. Accountants, CPA's, 
economists, and the three of us who 
voted "no"-Senator LEviN, Senator 
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SIMON, and myself-said it was a bad 
bill. 
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Now, we have it before us in its final 

form right here, these two volumes, 
and these two volumes cannot be 
amended. We just vote up or down on 
these. We cannot possibly amend 
these two volumes. 

But at the desk is a third part, the 
third part of this whole package. It is 
called House Concurrent Resolution 
395 and that is part of it. It is meant 
to be part of these two volumes. It fits 
in and completes these two volumes. 
There must be a couple thousand 
pages of this. There are 75 or 77 pages 
of House Concurrent Resolution 395, 
the third part. We will get to that 
later on after we dispose of this which 
cannot be amended. 

Strangely enough, we could pass this 
and never pass the third part. I do not 
know exactly what that does to us. I 
do know what passing the third part 
means to all this. But it is different, 
this House Concurrent Resolution 395 
at the desk. It is different. It can be 
amended. It is open to amendment. 

And all of this needs amendment, 
very seriously needs amendment. 

Let us make a judgment on this part, 
the part that is before us and that 
cannot be amended. 

What do taxpayers think of it or 
what will they think of it when it does 
become law? 

There are two basic methods for tax­
payers to judge tax bills. The first is 
Will I pay more or less taxes after it 
becomes law? That is basic. 

Then the second basic method by 
which the average taxpayer judges 
whether a tax bill is good or bad is, is 
it good tax policy for the business or 
the industry with which I am involved, 
that I depend upon for my livelihood, 
for my job, or for making a living if I 

. am in small business or I am in farm­
ing or ranching or whatever? 

Does it not occur to all of us that is 
the way it boils down, whether the 
taxpayers, the public at large consider 
a tax bill good or bad? I think it does. 

Let us see on the first question, "Is 
this a good tax bill for me as a taxpay­
er?" 

Well, let me talk the way I guess any 
of the 100 of us would have to answer 
that question candidly and honestly. 
Yes, I think for myself and my col­
leagues and my wife and my col­
leagues' wives, that, yes, we will get a 
tax cut; maybe it will be about $2,000. 
That is not bad, is it? So I ought to 
love this bill. I ought to be voting for 
it on that criteria. 

I do not love this bill. I think it is a 
bad bill and I am against it. Why 
would I be against it? 

We get a tax cut, but two out of five 
of · our childen will get an increase in 
taxes of about $200 per year. We get a 
$2,000 tax cut, but my staff and your 

staffs and all my colleagues' staffs, 
about one-third of them, are going to 
pay more taxes, maybe $200 a year 
more. That ought to be a wash, should 
it not, get 10 of our staffs to pay about 
$200 more and we get about a $2,000 
tax cut. That ought to be a wash. 

I believe that those with lower 
income need a tax cut more than I do. 
So that is one reason I oppose this bill. 

On the second point, does this tax 
bill help the industry or business on 
whom our livelihoods depend? 

On all analyses this bill is bad for 
basic industry. When you weigh one 
against the other, one provision 
against the other, as you must when 
you analyze the tax bill, this bill is bad 
for agriculture, for forest products, for 
mining, for anything, those are basic 
industries, the most basic of our coun­
try, and those are the industries we 
have in my own State of Montana. We 
are really basic out there. But we are 
not so unique. Ours are basic indus­
tries. We get our production out of the 
earth. That is pretty basic for the 
United States, pretty basic for the 
world. And this bill is bad for those in­
dustries in wiping out capital gains 
and wiping out income averaging that 
farmers and ranchers need very badly, 
with the high swings in their income 
because of the vagaries of nature, the 
difference between one year and an­
other with production. This bill wipes 
out the investment tax credit. 

So, I oppose the bill on the second 
point and I oppose it with all my 
strength. The economy of this country 
is built on these basic industries. 
These industries are struggling now. 
Some of the individual operators are 
already broke. They are gone. Many 
more of them are dying off, going out 
of business. 

For those who are left in these basic 
industries, this bill obviously makes 
that recovery back to a profit level 
more difficult. 

These people do not need a crystal 
ball nor an economic model to know 
they do not need this tax bill, and 
they cannot stand it, because many of 
them cannot survive under this bill. 
They do not need a crystal ball to see 
that. They do not need an economic 
model to run it through large comput­
ers to see what it will do to them. 
They know. 

But those who do use the economic 
models and run it through these huge 
computers to see what the outcome of 
it would be over the period of the next 
5 years, Chase, Wharton and Data Re­
sources, they all reach the same con­
clusion: Less investment, less growth, 
continued high unemployment, and 
more deficit. 

That is not the kind of recipe that 
we need for the economy of this coun­
try during the next 5 years. The econ­
omy is shakey enough. We have no 
need to add to the self-inflicted 
wounds causing more economic 

damage to ourselves. So I oppose the 
bill on that ground. 

But there are more reasons to fight 
the passage of this bill. It is double 
taxation on retirees who are State, 
Federal, and local retirees who have 
contributed into their own retirement 
funds. They put a nest egg, mind you, 
each month aside for their retirement 
and before they put that nest egg 
aside for their retirement out of their 
pay they have paid the taxes to the 
U.S. Government. They have paid 
their income taxes on that. 

But this bill will require them to pay 
those taxes again when they do retire 
drawing from their nest eggs that 
have accumulated for their retirement 
funds. That is double taxation. That is 
paying taxes twice and why would we 
put this tax burden on retirement 
funds? Why would we do that? Why 
would we be so mean to retirees, clob­
ber them, clobber our most vulnerable 
group, retirees who have worked all 
their lives, who have worked hard on 
fixed income and just paid in those 
nest eggs so they could retire with 
some degree of comfort? 

Believe me, this is the first time to 
my knowledge that we have ever en­
acted into law this type of taxation on 
savings for retirees. It is totally unfair. 
In fact, it is abominable and I will vote 
against the bill. 

But this bill does not stop there in 
terrible taxation. It has retroactive 
taxation. In a number of areas, taxes 
will be collected on past transactions 
done legally and in good faith accord­
ing to the law, but this bill retroactive­
ly in a number of areas is going to 
make those transactions subject to 
tax. In other words, it removes the tax 
deduction. 
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When investment was made on one 

basis legally and in good faith, now to 
change the bill and make it subject to 
tax is totally unwise. 

What are some of these areas? Well, 
I just mentioned one. Even the double 
taxation on retirees is retroactive back 
to a date this summer, about July 1. 

But on investment tax credit, in­
stead of being a tax credit it becomes 
subject to tax, retroactively, limited 
partnerships; retirement taxes, as I 
have already described. 

There are a number of areas. It is 
very difficult-in fact, no one should 
describe this bill as fair. It should not 
be described as fair. It is unfair. 

For what reason, I ask, should we 
pass legislation devising newer and 
greater unfairness in our Tax Code? 
That is not reform. Personal savings 
are discouraged by eliminating mil­
lions of Americans from IRA's, individ­
ual retirement accounts. 

Let me get to another point. I grew 
up learning the philosophy, and I be­
lieve in it, that if you were lucky and 
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made more money, you could afford to 
pay more taxes than when you had 
earned less, a progressive income tax. I 
grew up believing in the wiseness of 
that, and I still believe that it is pru­
dent and a good philosophy because it 
is good for people and good for the 
country, especially good for the econo­
my of this land of ours. And this bill 
virtually ends that concept, that phi­
losophy of the progressive income tax. 

And then the bill goes in another di­
rection that seems to me to be totally 
unwise. It is going to make it harder to 
be charitable. It makes it harder to 
donate to our churches, our charitable 
organization, our colleges, universities, 
hospitals, research centers, and 
humane organizations, whether for 
people or for animals. 

This bill discourages charitable do­
nations to these very fine organiza­
tions and institutions. For those who 
want to get it, they are going to have 
to itemize to get it and that is a dis­
couragement. And then it eliminates 
from the Tax Code a provision that 
encourages donations of appreciative 
property. I believe this is unwise and 
unneeded. 

You know, from cradle to the grave, 
from kids to the elderly, the bill is 
unfair and hawks and rooks people on 
taxes they pay. 

What about the good in the bill, 
though? What about describing the 
good in the bill? Well, it does close 
loopholes. That is a good idea. And it 
knocks off the very low in income 
from paying any taxes at all. That is a 
good idea. And it does tax the profita­
ble corporations, setting a minimum 
tax. And that is a good idea. And I do 
not quarrel with retailers who point 
out that they are paying more of their 
share and the bill has relief for them. 
Those are good points. Some of them 
relieve taxes and some of them, in 
closing loopholes, bring more taxes in 
and they should be paid. 

The point is this: We could do the 
good things that I have mentioned­
closing the loopholes, collecting taxes 
from those who are escaping paying 
taxes now-and pay for those good 
things in the bill without dragging in 
all this baggage that is adverse to 
economy, which is very damaging to 
indiviudal taxpayers, very damaging to 
those who are trying to make their 
livelihood in these basic industries, we 
could do all of the good things without 
doing the bad things. 

There is no reason for dragging in 
the retirees and double taxation. 
There is no reason for doing that. 
That is totally unfair. It is poor tax 
policy. It is abominable tax policy and 
it should never be done. 

We do not have to abandon the idea 
of the progressive income tax, as it vir­
tually is abandoned in this bill. And 
above all, we do not have to have a 
mixed bag of totally unsupportable, 
totally unsupportable bad baggage in 

this bill-retroactivity, these other 
things that I mentioned-which all 
add up to create that question that 
was asked by the reporter on National 
Public Radio to the chairman of the 
Finance Committee. who is always 
very candid, and said: "In light of the 
serious objections that has been pro­
duced on this bill, but particularly in 
regard to the economic model where it 
indicates a drag on the economy for 
the next 5 years. should there not be 
changes? Is it wise?" 

I think it is totally unwise and I am 
totally against the bill. 

And so, when we have the opportu­
nity. if the opportunity occurs. where 
the third part of the bill, House Con­
current Resolution 395, those 75 addi­
tional pages to add to all of this to 
make it three complete parts, revising 
the Tax Code under this bill, when it 
is open to amendment. I would hope to 
amend this final package and remove 
some of those horrible, horrible tax 
policies, horrible steps in the wrong di­
rection. so we could have, truly, an op­
portunity for the people who are going 
to be damaged to get some redress 
before the final action occurs. 

I hope we get that opportunity. It is 
my understanding that the third seg­
ment of House Concurrent Resolution 
395 could conceivably be held there 
and never called up. And if that is 
done, of course. we have no opportuni­
ty to correct some of the dangerous 
laws. bad baggage, in this bill. But I 
hope the opportunity does occur. and I 
hope that we will have a chance to 
make some changes in the public in­
terest. 

Mr. President, I reserve the remain­
der of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. DECONCINI addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from Arizona [Mr. DECON­
CINI]. 

Mr. DECONCINI. I thank the Chair. 
Mr. President, I rise to discuss this 

tax bill because of its importance and 
because it is going to affect all Ameri­
cans for a long, long time. I have la­
bored in this Chamber for the 10 years 
that I have been in the Senate in an 
attempt to further tax reform. Prob­
ably everybody has �m�~�d�e� their share 
of speeches on tax reform and I am no 
different, Mr. President. 
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I have worked on it. I think some 

certainly have worked harder and 
longer than this Senator. Some have 
devoted a great deal of time-especial­
ly those on the Finance Committee, 
trying to put together a bill that 
would be comprehensive and of course 
fair. That is what we are talking about 
today. Does this bill meet the criteria 
that we need for tax reform? 

I want to comment the chairman, 
Senator PAcKwooD of Oregon, and the 
ranking member. Mr. LoNG of Louisi­
ana, for their dedication and their 
hard work. It is no simple task-Sena­
tor BRADLEY from New Jersey, Senator 
DANFORTH from Missouri, and others 
on the Finance Committee have spent 
a great deal of time working to put to­
gether what was supposed to be true 
tax reform, and tax simplification. It 
is a new era in paying taxes. 

No one that I know likes to pay 
taxes. No one wants to pay more than 
anyone else. But people have a general 
sense in this country that we do not 
have a fair tax system, but that we 
need a fair tax system. We are con­
fronted today with the question: Is 
this fair? 

We have heard many say that it is 
fair; that it does some very important 
things, and I concur. First, it takes 6 
million working poor or low-income 
people off the tax rolls. That indeed is 
fair, and something that I support and 
believe is necessary. This bill also im­
poses a strict minimum tax on most of 
those 13,000 Americans who had in­
comes over $1 million last year, and 
paid no taxes. There is also a tough 
minimum tax on corporations who 
through the tax system and without 
breaking the law have been able to 
escape paying any taxes. 

We all admire that part of the bill. 
At least this Senator does, and I think 
everybody supports it. Perhaps, there 
are a few of those who will now have 
to pay taxes who haven't in the past 
who would still like to see the old 
system. 

We are nonetheless confronted with 
a tax proposal that has some real 
problems. Is this simplification? Is this 
massive work that has been put to­
gether, two volumes of roughly 1,800 
pages-is that simplification? I rather 
doubt it. 

I have proposed, Mr. President. for 
some years a tax proposal put forth by 
Professors Hall and Rabushka of the 
Hoover Institute out of Stanford Uni­
versity. It is radical. It is really new. It 
strikes at everybody. And some people 
really dislike it because it touches a 
sensitive core that is very important to 
them. But it treats everybody the 
same. For example, it helps out the 
working poor. A family of four making 
under $12,600 will pay no tax. After 
that everyone would pay a flat tax. 

The Senator from Idaho and I intro­
duced that. Then we modified it so we 
had some progressivity in the bill in­
stead of one flat rate of 19 percent. 
We had two. But we eliminated almost 
every deduction. 

We had a system that. if you were in 
business. you could fill out your 
income tax return on this postcard. 
This would apply if you were the 
Exxon Corp. or the IBM Corp., or 
whether you were a small business in 
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New York City or Phoenix, AZ. If you 
were an individual, you also had a 
postcard, whether you were the Presi­
dent of Chrysler or IBM or whether 
you were working for an hourly wage. 

We eliminated all of those deduc­
tions, shelters, and benefits that have 
been put in the code, many for good 
reasons, in hopes that we would have a 
system that would bring a real change. 
We hoped it would restore the confi­
dence of the American public and that 
they would believe tbat everybody was 
going to pay their fair share, nobody 
was going to escape. Business would no 
longer have shelters and deductions, 
but they would not have to pay tax on 
their actual investments. they would 
write those off as expenses until they 
are totally written off. All the cost of 
their products would be written off, 
but no longer could they write off jet 
airplanes, country club dues, and 
other excesses as we have seen in the 
corporate world. 

Well, Hall and Rabushka went by 
the wayside. The Senator from New 
Jersey, Mr. BRADLEY, and the Con­
gressman from Missouri, Mr. GEP­
HARDT, came up with their proposal 
which is not too far from what the 
Senate passed a couple of months ago. 
I take my hat off to those two gentle­
men for their tireless effort to bring a 
�~�i�m�p�l�e�,� modem, slightly progressive 
income tax while eliminating most de­
ductions. Is that what we got? 

I do not believe so, Mr. President, 
though this tax bill eventually gets us 
to two rates of 15 percent and 28 per­
cent. I have real problems in concur­
ring that this is simplification. 

I do not know that this does what we 
really want to achieve. 

Yes, there is a sense of fairness in 
the bill. But wait until we see what is 
in this bill. And I dare say, I will 
submit to anyone in this Chamber or 
in the country. Is this bill really fair? 

First, let me say that there are 
indeed some positive things in the 
Senate bill, and I voted for that bill 
last June. I had great reservations 
about the bill but I thought here is an 
opportunity to move into a conference 
and into negotiations with the House 
members of the Ways and Means 
Committee and to come forward with 
a bill that is real simplification and 
reform. 

At that time, I said that I was going 
to vote for this bill with the true hope 
the individual retirement accounts 
would be substantially improved and 
provide a greater incentive for savings 
for more Americans. The changes were 
not a wide-sweeping as I had hoped. 

I was deeply concerned about the 
elimination of the sales tax deduction. 
The State of Arizona relies heavily on 
the sales tax. I had hoped that there 
would be some consideration in the 
final version for those States that do 
not have high income taxes, but do 

have a relatively high sales tax. There 
was no such consideration. 

The change in the 3-year basis recov­
ery rule for Federal retirees is simply 
unfair. But worst of all is to make it 
retroactive to July 1, 1986. That is 
unfair. It was not in the Senate bill. 

The transition rules we are told are 
necessary, and that we must have a 
smooth transition to the new law. Let 
me talk about one particular rule 
known as the steel transition rule. The 
special rule provides for the steel in­
dustry of this country. This is outra­
geous. It is not that the steel industry 
is doing so good, but if we are going to 
allow the Government to subsidize an 
industry, we ought to be up front 
about it and not pretend that we are 
passing a reform bill. 

First, it is not a true transition rule. 
By definition, a transition rule is to 
smooth the transition from current 
law to the new tax bill. However, the 
steel transition allows a practice that 
would not be allowed under current 
law. In the end, the result would be 
that the Treasury Department will ac­
tually write checks to a number of 
U.S. steel companies totaling in excess 
of $400 million-perhaps close to one­
half billion dollars. 

The rationale we are given for this 
transition rule is that the steel indus­
try has been particularly hard hit, and 
therefore we must do something to 
help that industry. 

Well, Mr. President, I can tell this 
body a thing or two about industries 
that are hard hit. In the State of Ari­
zona, the copper industry has lost 50 
percent of its workers-14,000-plus 
workers no longer have jobs, and half 
of the mines in the State have been 
closed. The copper industry has not 
made profits in the last several years. 
It is not just in Arizona that the 
copper industry is so hard hit. It is na­
tionwide. I have been told that the 
timber industry has similar problems, 
and similar unused investment tax 
credit. 

Why should they not be helped? 
Why is steel alone singled out? 
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The issue comes down to this: Is it 

fair? I do not think so. I do not think 
it is fair to single out this industry and 
have the taxpayers write checks for 
those unused tax credits that were 
available when they did not make 
money and apply them to years when 
they did make money. 

Let us talk a little bit more about 
some of these other transition rules. It 
is important that we look carefully at 
them: 

On the minimum tax, we all think 
that everyone should pay a minimum 
tax. It is only fair. It is part of being a 
citizen. 

There are three interesting exam­
ples of companies to whom the mini­
mum tax does not fully apply. I 

cannot justify voting for this bill 
unless that is clearly resolved. 

One is Control Data on page 27 4 of 
the report, which gets a $25 million 
break on its minimum tax. 

Commonwealth Edison and Middle­
South Utilities also get special breaks. 
We do not know how much the Treas­
ury is going to lose to Commonwealth 
Edison because the minimum tax does 
not fully apply, but Middle-South Util­
ities gets away with $20 million. 

Let's look at charitable contribu­
tions, most universities will no longer 
be able to sell athletic seating rights 
and then have the cost of that serve as 
a charitable deduction. 

That may be necessary to really sim­
plify this bill, well and good. But it is 
interesting that two universities still 
have this availability. One is the Uni­
versity of Texas and the other one is 
identified as Louisiana Academics and 
Athletics. 

Why? Why single these people out 
for special benefits? I wonder. 

What about pension programs? We 
have a strict rule in this bill that says, 
"You cannot as a company go in and 
invade your pension fund and take 
that money out without paying a pen­
alty so you can be sure that the money 
will be there when the time comes for 
the retirees." 

However, several companies are 
exempt from paying that. 

Phillips Petroleum Co. will avoid 
paying $75 million when it takes 
money out of it's pension plan. Lukens 
Steel Co. gets a $1 million break 
Chris-Craft of New York gets $1 �m�i�l�~� 
lion, Dresser Industries gets $12 mil­
lion, and Frontier Airlines gets $2 mil­
lion. 

What about low-income housing? 
There is a generic low-income housing 
transition in this bill, which is impor­
tant. I compliment those who consid­
ered that a necessity. 

The revenue cost of that generic 
rule, applying to all low-income hous­
ing projects, is estimated at $500 mil­
lion, which is a hefty little piece of 
change. However, in addition to the 
generic rule for low-income housing, 
we have a few others that happened to 
squeak in. 

Chicago Projects for $50 million, the 
New York City Housing Development 
Corp. for $50 million, one called Sharp 
out of Massachusetts for $50 million, 
and the Texas Rural Low-income 
Housing Project for $1 million. 

It goes on and on, whether we talk 
about rapid amortization, or acceler­
ated cost recovery system and invest­
ment tax credits. There are 220 transi­
tion rules in the r.eport for the acceler­
ated cost recovery system and invest­
ment tax credit. 

Are these good proposals? I do not 
know. I just got them the day before 
yesterday. 



September 27, 1986 CONGRESSIONAL RECORD-SENATE 26609 
Are they all worthwhile? I do not 

know. I can say when you have that 
many, you have to question the real 
integrity of this legislation. 

I am going to submit for the RECORD 
right now a list of some of these rules. 

The list includes Pan American, $26 
million; Delta Airlines, $46 million; 
Texas Air, $10 million; Northwest 
Orient Airlines, $61 million; Brooklyn 
Navy Yard, $9 million. 

The list goes on page after page 
after page after page. 

Mr. President, I ask unanimous con­
sent that this list be printed in the 
RECORD at this point. 

There being no objection, the list 
was ordered to be printed in the 
RECORD, as follows: 

AccELERATED CosT RECOVERY SYsTEM/ 
INvEsTMENT TAX CREDITS 

The following is a partial list of the 220. 
<NA indicates dollar figures were not made 

available. M indicates millions of dollars 
of revenue loss to the Treasury> 
PanAm$26m. 
Delta Airlines $46m <GA>. 
Texas Air $10m. 
Northwest Orient Airlines $61m <MN>. 
Brooklyn Navy Yard $9m <NY>. 
Brooklyn Renaissance $3m <NY>. 
Riverwalk $9m <NY>. 
Carnegie Hall $4m <NY>. 
Audubon Research $2m <NY>. 
Viacom $1m <NY>. 
Merrill Lynch Center $4m <NY>. 
New York Coliseum Redevelopment, no 

loss <NYC>. 
Times Square Redevelopment $27m <NY>. 
New York Metro Transit Authority $NA 

<NYC). 
Long Lake Energy Corporation $23m 

<NY>. 
Pioneer Place Parking Garage $6m <Port­

land, OR>. 
Harbor Place $10m <Baltimore, MD>. 
Atlanta Underground Project $7m <Atlan-

ta, GA>. 
New Orleans Riverwalk $5m <Louisiana). 
Ownings Mill Town Center $9m <MD>. 
Bayside Center $6m <FL>. 
Enesco $11m <MO>. 
Sverdrup $1m <MO>. 
Vidalia Hydro $94m <LA>. 
Rialto Tire Burning $2m <CA). 
Gilbertine Power, $NA <PA>. 
Allegheny Electric Coop $10m <PA>. 
Hellsgate Hydroelectric $NA <CO>. 
Archibald Power $9m <PA>. 
Texas City Cogeneration $29m. 
Montana Hydroelectric/ cogeneration 

projects $68m (MT). 
United Telecom $234m <MO>. 
Agri-Beef $NA <ID>. 
MCI $34m. 
Alcoa $31m <TN, IO, IN>. 
PPG$4m. 
Pacific-Texas Pipeline $187m <CA, AZ, 

TX,NM). 
Phillips/Point Arguello $59m <CA>. 
RCA Satellite $1m <NJ>. 
COMSAT Satellites $Om <DC). 
New Orleans Saints $1m <LA>. 
Greenriver Laundry Plant $5m <WY>. 
Lake Superior Paper $29m <MN>. 
Kaiser Power $17m <CO>. 
Dulles Rapid Transit $6m <DC area>. 
Temple Inland <$3M) Texas. 
Electro/Mold <no loss) Minnesota. 
Satellite Industries, Inc. <negligible loss> 

Minnesota. 

Peat Products <$1M) Maine 
Super Key Market <negligible loss> Ken-

tucky. 
Bethel Cogen <negligible loss> Maine. 
Back Bay Tower <$1M> Oregon. 
Eastman Place <$1M> New York. 
Marquis II Project <no loss) Georgia. 
Mid-Coast Marine <$1M> Oregon. 
Biogen Power ($9M> Arizona. 
Lodging Property <no loss> Iowa. 
Brammer Manufacturing Co. <no loss) 

Iowa. 
Lynmer Manufacturing <no loss> Pennsyl-

vania. 
Weyerhaeuser <$6M) North Carolina. 
Duke Power <$NA> North Carolina. 
Kenosha Harbor <$2M) Wisconsin. 
Point Gloria <$1M> Massachusetts. 
Lakeland Park Phase II <no loss> Louisi-

ana. 
Santa Rosa Hotel <$1M> Florida. 
Esplanada Village <no loss> Louisiana. 
Sheraton Baton Rouge <$2M> Louisiana. 
RCI Corporation <$2M) New York. 
Kansas City Southern Fiber Optics <$4M> 

10 States. 
Hardage Enterprises <$6M> State Not In-

dicated. 
Brown & Brown <no loss> Kansas. 
Koch Refinery <$7M> Minnesota. 
General Aviation Aircraft <$27M> 4 States. 
Nichols Boat <$9M> Washington State. 
Kennecott Copper <$28M> Utah. 
Trolley Square <$1M> Utah. 
Pullman Leasing <$1M> Illinois. 
Rumford Cogen/Boise Cascade <$27M) 

Idaho. 
Coeur D'Alene Mines ($2M) Idaho. 
Media General <$1M> State Not Indicated. 
Myrtle Beach <$1M> South Carolina. 
Brendle's Inc. <no loss> South Carolina. 
Bristol Project <no loss) Rhode Island. 
SoutherNet Fiber Optics <$3M> Virginia. 
Sierra Pacific ($23M) Nevada. 
Reading Anthracite ($43M> Pennsylvania. 
Atlantic Richfield ($5M) Alaska. 
Mesa Airlines <negligible loss> New 

Mexico. 
Cargill/Northstar Steel <$3M> Ohio. 
Mesaba Airlines <$1M> South Dakota. 
Sixth & Broadway Project <no loss> Iowa. 
Northwestern National Life Insurance of 

Minneapolis <$1M>. 
Flushing Center <$5M> New York. 
Southeastern Michigan Sports Stadium 

($2M). 
S.S. Admiral <$7M) Missouri. 
Harbert/Infilco Degremont, Inc. <Barling­

ton Wastewater> $NA. 
Fort Howard Paper Company <$39M> 

Georgia. 
Central Gulf Lines <$8M> Louisiana. 
Monsanto-3 projects <$2M> Missouri. 
Greenville, S.C. Wastewater Treatment 

Plant <$3M). 
Delaware Otsego <$1M>. 
Crown Cork & Seal ($5M) Mississippi. 
International Paper <$14M> State Not In-

dicated. 
Covington Riverfront Project <$2M> Ken­

tucky. 
Manchester Solid Waste <$3M> New 

Hampshire. 
Mountain View Apartments <no loss) Mas­

sachusetts. 
Morgan Guaranty Trust Co. <$32M> New 

York <Wall Street Bldg). 
Chrysler Belvedere & St. Louis Plants 

($78M) ILL & Missouri. 
Peabody Place <$5M> Tennessee. 
mtrasystems-Ogle and TEORCO <$14M> 

California. 
Park Forest/Town Center Redevelopment 

($1M> Illinois. 

Dexter Corporation Cogeneration Facility 
<$8M> Connecticut. 

Eugenie Terrace <$4MJ Illinois. 
Brockton, MA Magnetic Resonance Imag­

ing Clinic <no loss). 
Mendota Biomass Power Project <$3M> 

California. 
Drexel Burnham Office Building <$20M> 

New York. 
Honey Lake Alternative Energy Project 

($1M> California. 
Derry, NH Waste-to-Energy Project 

<$2M). 
Burbank Manors <negligible loss) Illinois. 
Los Angeles Solid Waste Disposal Project 

<$5M> California. 
Oxford Place <$1M) Oklahoma. 
St. Charles Mixed-Use Center <$4M> Mis-

souri. 
Illinois Diversatech Campus <$20M>. 
Navistar <$2M> Illinois. 
Zimmer Coal Plant <$71M> Ohio. 
Ponderay Newsprint Co. ($7M) Washing-

ton State. 
Presidential Airlines <$7M) Virginia and 

South Carolina. 
Standard Telephone Company <no loss) 

Virginia. 
Ann Arbor Railroad <no loss> Michigan. 
Ada, Michigan Cogeneration <$5M). 
Anchor Store Project ($2M) Michigan. 
East Bank Housing Project <negligible 

loss) Michigan. 
Wurzburg Block Redevelopment <$2M) 

Michigan. 
Legett and Platt ($2M> Missouri. 
Folz Corporation <no loss) New York. 
Grand Rapids Arena Project <$2M> Michi-

gan. 
Campbell Soup Company <$12M) Pennsyl­

vania & California. 
U.S. Trust <Boston Bank) <$1M> Massa­

chusetts. 
Harlem Third World Trade Center <$6M) 

New York. 
Overton <$4M> Florida. 
El Monte, California Busway Terminal 

<$1M>. 
Muskegon Ferry <$1M) Michigan. 
S.S. Monterey <$8M) New Jersey. 
Steel Rule Modification <LTV> <no loss) 

State Not Indicated. 
Holland Center ($1M) Michigan. 
McLouth Steel <$1M) State Not Indicated. 
Spray Cotton Mills <negligible loss) North 

Carolina. 
Mr. DECONCINI. Next is rehabilita­

tion tax credits. There are 71 transi­
tion rules of that in the report. There 
is a lot of good to be said about reha­
bilitation tax credits, but why should 
only those projects with savvy lawyers 
or good political contacts be able to 
take advantage of them? 

I ask unanimous consent that the 
list that I submit to the Chair be 
printed in the RECORD. 

They include such things as Old 
Main Village, $1 million; Barbara 
Jordan II Apartments, $1 million; the 
Willard project, no cost on this one 
but we know that is right here in 
Washington. It goes on and on. 

There being no objection, the list 
was ordered to be printed in the 
REcoRD, as follows: 

REHABILITATION TAX CREDITS 

<NA indicates dollar figures were not 
made available. "M" indicates millions of 
dollars lost to the Treasury.) 

<Not a complete list.> 
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Old Main Village $1m <MN>. 
Washburn-Crosby Mill $2m <MN>. 
Barbara Jordan II Apt. $1m <RI>. 
Lakeland/Marble Arcade $1m <FL>. 
Warrior Hotel $NA <IO>. 
Willard Project $no loss <DC>. 
Waterpark $2m <NB>. 
H.P. Lau Building $1m <NB>. 
620 Project $1m <KY> 
Starks Building $1m <KY> 
Bellevue High School $2m <KY>. 
Robert Mils Project $NA <SC>. 
Bellevue Stratford Hotel $6m <PA>. 
Motor Square Garden $5m <PA>. 
Penn Station/Madison Square Garden $21 

m <NY>. 
30th St. Station $5m <PA>. 
Bigelow-Hartford $3m <CT>. 
Shriver-Johnson & Blackstone Inn $1m 

<SD>. 
Wayne County Courthouse $4m <MI> . 
LA City Library $7m <CA> 
Dixon Mill $2m <NJ>. 
125th St./Harlem Urban Devlp. $11m 

<NY>. 
American Youth Hostel $1m <NY>. 
River West Loft Devlp. $1m <IL>. 
Gaslamp Quarter Historic District $4m 

<CA>. 
Eberhardt & Ober Brewery $1m <PA>. 
Mount Vernon Mills $1m <SC>. 
Charleston Waterfront $2m <SC>. 
The Tides $1m <RI>. 
Kiel Auditorium $12m <MO>. 
Mr. DECONCINI. I must say there 

are some transition rules in here that 
benefit the State of Arizona. I am glad 
they are there. If we are going to play 
this game of favorites, I do not want 
Arizona left out. Our sports stadium 
that may be built soon is also included, 
along with about 29 other sports facili­
ties. A lot of those got in. 

But I would give them all up, I 
would give up all the transition rules 
for the great State of Arizona, if ev­
erybody else was willing to play the 
same game. But everyone won't. That 
is why this bill is really not a fair, 
simple tax bill. 

The revenue losses that are going to 
be generated by this bill from 1987 to 
1991 are a minimum of $286 million. 
How can we come forward at a time of 
the highest deficits ever and propose 
legislation that is going to cause a 
greater deficit? 

In the first year there will be a $11.4 
billion increase. But in 1988 there will 
be a $16.7 billion loss to the Treasury? 
In 1989 when there will be a $15.1 bil­
lion loss? 

Overall, this bill is going to cause 
more deficits and that really disturbs 
me. 

Economists really argue over the 
effect of bill. 

Some say it is going to help things 
and some say not. Murray Weiden­
baum foresees a disaster as a result of 
this bill. He predicts a 1-percent reduc­
tion in GNP in 1987 and that the un­
employment rate will climb by one­
half percent next year. 

Chase Econometrics say there will 
be a modest anticipated drop in 
growth of four-tenths of 1 percent. 
This will continue to be argued for a 
long time. 

But on the question of fairness and 
equity, it really is no wonder the 
American taxpayer doesn't have much 
confidence in this Government when 
we promote and we talk and we cite 
tax simplification, and then we add an 
additional 400 transition rules put into 
this bill. It is a ripoff of the taxpayers. 

When this bill PS$Sed the Senate 
there were several hundred transition 
rules and I voted for that bill with 
great reservation. 

I said then that I would give up 
those few minimal rules that are there 
for Arizona if we played it fair and did 
away with them all. 

That is not what has happened. We 
have compounded this by adding 400 
more. We are not quite sure if $10 bil­
lion covers the loss to the Treasury. 

Mr. President, perhaps some will say 
we made a gallant try on the floor of 
the House and the floor of the Senate. 
Let me say to the chairman and the 
ranking member I understand the dif­
ficult problem they have been con­
fronted with. The President has made 
this a high priority. The public wants 
true tax reform. I understand the art 
of compromise. 

I know what the need is, to try to 
put together legislation that can be 
passed and worked out fairly. 

But have we really met the chal­
lenge that the people of this country 
have asked us to meet? Have we come 
forward with a fair bill that treats ev­
erybody alike? 

Have we left out a few special inter­
ests? If we have, that is good. But 
there are more than 600 special transi­
tion rules in the bill totaling $10 bil­
lion of the taxpayers' money. That is 
more than this Senator can tolerate, 
for this reason alone it is not a good 
bill. 

Mr. President, I yield the floor and I 
reserve the remainder of my time. 

0 1200 
The PRESIDING OFFICER. Who 

yields time? 
Mr. PACKWOOD. Mr. President, in 

a moment, I shall put in a call for a 
quorum and ask unanimous consent 
that it not be charged against either 
side. 

I suggest the absence of a quorum 
and ask unanimous consent that it not 
be charged against either side. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

The clerk will call the roll. 
Mr. PACKWOOD. Mr. President, I 

ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER [Mr. 
DoMENrcrl. Without objection, it is so 
ordered. 

Mr. PACKWOOD. Mr. President, I 
yield such time as the distinguished 
Senator from Virginia may need. 

Mr. TRffiLE. Mr. President, I thank 
the Chair. I thank the distinguished 
Senator from Oregon, and I shall 

follow his leadership on this tax 
reform measure. 

The tax reform measure is not a per­
fect one, but it is a good bill and it 
moves us in the right direction. Lower 
marginal tax rates will be an incentive 
for greater economic growth and job 
creation. This bill will create a fairer 
tax regime where similarly situated 
taxpayers will pay roughly the same 
amount of tax and everyone will pay 
his fair share. 

Moreover. this bill will create a more 
productive economy, one where eco­
nomic decisions are based on merit, on 
real return, and not on tax avoidance. 
For these and other reasons, I support 
this measure. I commend the chair­
man for his leadership. 

Let me spell out my thoughts more 
fully. By dramatically reducing mar­
ginal tax rates for all Americans, we 
will vastly improve the incentives for 
working, saving, and risk-taking. The 
result will be an economy that oper­
ates more productively. 

IDtimately that means more and 
better paying jobs for all Americans. 
Significantly lower personal and cor­
porate rates mean that investment 
and spending decisions will be made on 
the basis of return-not on the basis of 
tax avoidance. It will be economic 
merit, not tax considerations that will 
drive resource allocation. The result 
will be an economy that operates more 
efficiently and effectively. 

Our Tax Code now is replete with 
numerous incentive provisions which 
encourage some investments rather 
than others simply because of tax 
preferences. Government intervention 
of this sort is cumbersome and ineffi­
cient. This bill is a major step in re­
ducing Federal intervention and liber­
ating the economy from the Tax Code. 

These incentives are created by 
making the Tax Code fairer. This bill 
closes loopholes and imposes a stiff 
minimum tax on corporations and in­
dividuals, thus insuring that everyone 
pays their fair share. 

This bill will dramatically reduce the 
ability of corporations and individuals 
to avoid taxes by exploiting loopholes 
in the law. 

For most American taxpayers, this 
bill means tax reduction. Those for 
whom shelter means a roof over their 
head will benefit greatly from this leg­
islation. Put simply, income taxes for 
typical taxpayers are reduced at every 
level of income. 

This bill contributes to tax simplifi­
cation. As many as 10 million taxpay­
ers will no longer need to itemize. In­
stead they will use the short form. 
Millions of Americans can give up the 
part-time job of keeping records for 
the IRS. 

The prospects for our Nation and 
our economy are promising. Rather 
than being a vehicle for social or eco­
nomic experimentation, our Tax Code 

' 
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will be a far simpler system designed 
to collect necessary revenues. The 
Government's influence over economic 
decisions will decline and that of indi­
viduals will rise. 

A smaller role for Congress in allo­
cating resources means a more vibrant 
and productive economy. The creative 
energies of Americans will be chan­
neled toward producing goods and pro­
viding services and away from seeking 
favors in Washington. 

Although this is generally a fine bill, 
it needs to be improved in a number of 
areas and I hope Congress will act 
promptly to make these changes. 

One area of special concern is the 
tax treatment of contributory pension 
plans. 

For many, many months I have op­
posed any changes in the method of 
taxing contributory retirement bene­
fits. I sponsored legislation to keep the 
current taxation scheme by retaining 
the 3-year-basis recovery rule. I of­
fered an amendment, narrowly defeat­
ed during debate on the tax bill, which 
would have maintained the current 
tax method, permitting retirees to re­
ceive previously taxed contributions to 
their pension programs before being 
subjected to Federal taxes. 

I warned my colleages of the drastic 
consquences of ill-conceived changes. 
Simply stated, elimination of the 3-
year-basis recovery rule will undo 
years of financial planning by some 30 
million Americans who are affected by 
the basis recovery rule. 

I urged my colleagues to be fair, to 
be just, while considering tax changes. 
Millions and millions of individuals 
and families have based their retire­
ment plans on the expectation that 
under the 3-year-basis recovery rule, 
they would not be taxed as they with­
draw their own aftertax contributions 
to their retirement programs. 

Unfortunately, the provisions of the 
tax reform conference report affecting 
the basis recovery rule are not fair. It 
is unjust to change the rules of the 
game in effect for the last 30 years 
when people have made retirement de­
cisions based on this important provi­
sion. 

Mr. President, not only are these in­
equitable tax changes being suggested, 
but the conference committee has de­
termined that they should be made 
retroactively. Drastic changes in the 
tax laws, costing individuals thousands 
of dollars, upsetting retirement plans, 
are to affect individuals retroactive to 
July 1, 1986. 

Any public employee who retires 
after July 1, 1986, would be subject to 
significant tax changes. Mr. President, 
this is unprecedented. Such treatment 
of individuals is unconscionable. 

The tax reform measure contem­
plates thousands of changes in current 
tax law. Yet, of all the changes being 
proposed in the reform measure, only 
one provision, affecting individuals 

only, would apply retroactively. The 
single retroactive provision applies to 
public employees who contribute to 
their retirement programs, by elimi­
nating the 3-year-basis recovery rule 
effective July 1, 1986. 

Why are these 20 million people 
being singled out for such treatment? 
Why are we asking them to accept a 
loss of financial security which we 
have not required of any other individ­
uals? What is so special about these 
people that they are the only ones to 
be subjected to unprecedented tax 
changes? 

Mr. President, I am deeply disturbed 
by these provisions in the conference 
report. I think that public employees 
deserve better treatment, fairer treat­
ment, and hope that Congress will act 
to restore fairness in this area. 

Second, I believe we need to do a 
better job in providing incentives for 
investment. There are two areas that 
are particularly troublesome, the 
treatment of depreciation and capital 
gains. 

The treatment of depreciation of 
capital goods is far more restrictive 
than the current system. I believe this 
will adversely ·affect investments in 
plants and equipment and this issue 
should be addressed promptly. 

Moreover, while it may be appropri­
ate to tax capital gains as ordinary 
income, it is inappropriate to tax infla­
tionary gains in this manner. Only 
real gains should be subject to this 
tax. 

Finally I have reservations about the 
raising of the floor for the deduction 
of medical expenses. The conference 
report increases the level from 5 per­
cent of gross ·income to 7.5 percent. 
These expenses are not chosen and 
there is little control that individuals 
have over these costs. 

These concerns, notwithstanding, I 
believe the good outweighs the bad 
and that this measure represents an 
improvement over our present Tax 
Code. I urge my colleagues to adopt 
this conference report. 

Mr. HEFLIN addressed the Chair. 
The PRESIDING OFFICER. Does 

the distinguished Senator from Louisi­
ana yield time to the distinguished 
Senator from Alabama? 

Mr. LONG. I yield, Mr. President. 
Mr. HEFLIN. Mr. President, I voted 

for the Senate tax bill. I did so with 
some reluctance, but I felt that weigh­
ing it in the balance, the Senate bill 
we passed was good for America. How­
ever, I have even greater doubts about 
the conference report and I am genu­
inely undecided. I shall continue to 
listen to the debate. Perhaps it is the 
experience of having been a judge that 
makes one want to deliberate carefully 
before reaching a decision on a matter 
that could seriously alter the economy 
of this Nation, and the future of our 
children and our grandchildren. 

-, 

First, I want to praise the committee 
and the chairman, BOB PACKWOOD, 
who has worked diligently and endeav­
ored to produce a bill that tries to bal­
ance equities in a fair manner. I con­
gratulate Senator BRADLEY for the 
work he has done on this, and espe­
cially the master of the tax laws, Sen­
ator LoNG of Louisiana, who has a tre­
mendous influence on this legislation. 
I congratulate him, as I have done in 
the past, for his mastery of complex 
tax laws and the consequences they 
will have on the American economy. 

I know there are a number of Sena­
tors like me who are genuinely unde­
cided. This morning, as I came to the 
Senate, I ran into Senator NuNN. He 
and I discussed the tax bill. We both 
are still undecided. He said, "You 
know, I feel like perhaps we are en­
gaged in a poker game in which there 
are no limits and that perhaps we are 
gambling with America's future. We 
may be throwing dice relative to the 
future of our children and grandchil­
dren." 

Well, I have never been a gambler. 
Perhaps my upbringing in a Methodist 
parsonage as the son of a Methodist 
minister instilled in me certain beliefs 
about the ills of gambling. Besides, I 
grew up in a depression, when a 
person knew the value of a dollar, and 
knew that we ought to be careful 
about the way we spend it. 

I played a little poker when I was 
overseas in the Marine Corps, but I 
was not very successful, so I gave it up. 
I never threw dice. I just thought it 
was too fast a game for me, too risky, 
too uncertain. So I have always been 
cautious about gambling with any­
thing, my investments or my liveli­
hood. I have tried to follow a path of 
being a fiscal conservative. 

The first bill I introduced when I 
came to the Senate was a constitution­
al amendment to require a balanced 
budget, and I have continually fought 
to see that such an amendment is 
added to our Constitution. I have sup­
ported every effort to reduce deficit 
spending. I gave support to the 
Gramm-Rudman-Hollings deficit re­
duction plan. I have supported deficit­
reducing budgets throughout my 
Senate career. I have supported the 
line-item veto. 

Perhaps the biggest mistake I have 
made since I have been in the Senate 
was to support the 30-percent supply 
side tax cut, which has really pro­
duced the horrendous deficit problem 
that we are struggling with today. 

I am worried that this tax bill will 
gamble with America's future too 
much. I worry that it is too risky. I 
worry that there are too many uncer­
tainties within the bill and too many 
uncertainties as to its future influence. 

I am terribly afraid that this tax bill 
causes misplaced priorities. With our 
ever-increasing deficit approaching as-
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tronomical figures, I think we should 
be concerned with reducing deficit 
spending instead of allocating poten­
tial resources, which could be used 
toward reducing the deficit, toward 
nonproductive efforts. This adminis­
tration has cut nonmilitary govern­
ment spending substantially during 
the past 5lh years. 

0 1210 
Some of these cuts have been wise 

but some have been harmful to certain 
segments of our economy and society. 
We are faced with the ultimate fact 
that if we are going to maintain strong 
military strength to deter military ag­
gression from our enemies and reduce 
deficit spending, there is no question 
that additional revenues and further 
nonmilitary program cutting is going 
to be necessary. 

When we look at potential areas of 
additional revenue, we dig our heels 
firmly into the earth and say that we 
should not increase any taxes which 
would bring about a business decline 
or would prevent business growth. Our 
greatest need today is lasting jobs. I 
am utterly opposed to increased tax­
ation on the individual. 

However, there are clearly areas 
that revenues can be found without 
harm to overall business growth and 
without causing problems to the aver­
age taxpayer. But unfortunately this 
tax bill will eliminate the potential use 
of these areas for deficit reduction. 

Yes, we need to close loopholes, but 
when loopholes are closed, the reve­
nues gained should be directed toward 
deficit reduction. Tax shelters need to 
be eliminated, but when they are 
eliminated, the gain to revenue should 
be used to reduce deficits. Profitable 
corporations which have not been 
paying taxes should be paying taxes, 
but when such taxes are paid they 
should be directed toward the deficit. 

I have heard certain administration 
officials brag to wealthy taxpaying 
groups that the maximum income tax 
rate on individuals will have been re­
duced from 70 to 28 percent under this 
administration. 

Newton's third law of motion states 
"for every action there is an equal and 
opposite reaction." 

What is the reaction of reducing the 
tax rate from 70 to 28 percent? The 
answer comes through loud and clear. 
"Triple the national debt." To me 
there is justification for labeling cer­
tain Members of Congress as the tax­
and-spend crowd. Now there are many 
who should bear the title of the 
borrow-and-spend crowd. We must 
face up to the fact that after the tax 
bill passes there will be few loopholes 
to close, fewer shelters to dismantle; 
the minimum corporate tax will have 
been misdirected. In other words, 
many palatable sources of revenue 
that could have been used to fight the 

battle of deficit reduction will not be 
available. 

There is a malady that I fear as a 
result of this tax bill and that is the 
disease that I will refer to as "rate 
creep." 

Since the tax base now will be 
larger, we will not be confronted with 
the difficult task of facing a 10- to 15-
percent tax increase vote in the 
future, but in the future I am afraid I 
will hear rhetoric ringing forth in this 
Chamber and in the House of Repre­
sentatives that the public will under­
stand and accept a 1- or 2-percent tax 
increase. Then the following year I 
fear we will hear the same argument. 
Perhaps a good analogy for "rate 
creep" is "weight creep." If you are 
not careful, you can gain 2 or 3 pounds 
a year and it is not too noticeable, but 
whether it be "rate creep" or "weight 
creep," 3 pounds or 3 percent a year 
amounts to 30 pounds or 30 percent 
over a 10-year period. Hopefully, 10 
years from now, we will not see tax 
rates back where they are today with 
no deductions. "Rate creep" is a dis­
ease for which we must find a preven­
tive cure. 

Another problem that causes me 
concern about our misdirected prior­
ities is in the area of trade imbalance. 
Senator BoREN made an excellent 
speech in which he brought out the 
fact that we may really be defeating 
the "Buy America" spirit that is begin­
ning to grow in this country. He men­
tioned that we are taking away many 
incentives for American industrial 
growth. We are doing away with the 
investment tax credits and the capital 
gains deduction. We are also greatly 
stretching out the depreciation sched­
ules. 

Mr. President, I would now like to 
tum to treatment of the farmer under 
the tax reform bill. I was dissatisfied 
with the way Treasury I, Treasury II, 
the House bill and the Senate Finance 
Committee bill impacted rural Amer­
ica. When the tax reform bill was on 
the Senate floor, we made some ad­
justments in the treatment of farmers. 
I was very discouraged when the con­
ference report came back without 
these provisions. I am greatly con­
cerned with the impact this bill will 
have on rural America, particularly 
our Nation's farmers, without these 
provisions. There is no doubt that any 
tax reform legislation that is approved 
by Congress and signed into law by the 
President will have a significant 
impact on farmers for many years to 
come. But, I am afraid this bill will 
have a devastatingly negative impact 
on agriculture. 

A primary goal of tax reform is to 
bring fairness to our tax system by 
abolishing loopholes and shelters used 
by wealthy individuals at the expense 
of lower- and middle-income taxpay­
ers. H.R. 3838 boldly attempts to 
achieve this goal by significantly low-

ering the tax rate for all taxpayers 
and making up the loss of revenue by 
abolishing loopholes that serve no so­
cially useful purpose and that distort 
economic decisions. Unfortunately, 
farmers depend on many of the incen­
tives in the Tax Code in order to keep 
their farms running and their heads 
above water. The economic troubles of 
rural America are well known. Thou­
sands of farmers have lost their farms. 

Will this legislation change this 
trend? I am afraid not, Mr. President. 
Will it increase this trend? Mr. Presi­
dent, I am seriously concerned that it 
will add nails to the coffin of Ameri­
can agriculture. 

I am concerned and alarmed at the 
current economic climate that exist on 
the farms in Alabama, and all across 
America today. The economic statis­
tics make it clear that our farmers are 
in a state of economic depression. 
Farm income continues to decline. 
Last year, net income was only $27 bil­
lion. This was $8 billion lower than 
1984. If the 1985 figures are adjusted 
for inflation and expressed in "real" 
dollars, net income was barely one­
half of 1979's level. In fact, Mr. Presi­
dent, real net farm income last year 
was lower than the real net farm 
income in 1929. Real net farm income 
was higher in 1939 than it was last 
year. 

Mr. President, I hope my colleagues 
will closely examine the impact H.R. 
3838 will have on future farm income 
before they vote for final passage. Will 
this bill stimulate increased revenues 
for our financially distressed farmers? 
I do not think so Mr. President. 

I want to take a moment to explain, 
provision by provision the potential 
impact of this highly praised tax bill 
on our Nation's farmers. First, farmers 
would no longer get capital gains 
treatment from the sale of section 
1231 property which includes livestock 
or timber. Under this bill a noncorpor­
ate family farm, with a taxable income 
of $35,000, would be taxed at a rate of 
28 percent on the capital gain from 
the sale of an asset. Let me make that 
clear, gains from the sale of capital 
assets held for any period of time, 3 
months of 30 years will be taxed as 
normal income. Under current law, the 
tax rate on that same income would 
also be 28 percent, but only on 40 per­
cent of the gain, thus the effective tax 
rate would only be 11.2 percent. Also 
stop and think about the family 
farmer whose income is between 
$75,000 and $150,000, the capital gains 
rate is 33 percent. 

Total farm assets declined more 
than 10 percent last year. Estimated 
asset value is now $865 billion, down 
22 percent from the $1.1 trillion peak 
reached in 1981. The owner's equity in 
these assets has fallen to the lowest 
level since 1977. Will the elimination 
of the capital gains treatment from 
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the sale of section 1231 property en­
hance the value of farm assets? I don't 
think so Mr. President. Many econo­
mists believe that eliminating these 
provisions will, in fact, further depress 
land and other asset values. 

An even greater concern, Mr. Presi­
dent, is the problem this will cause 
with the families that had planned to 
use their farms as a source of income 
for their retirement years. Our Tax 
Code properly provides for a variety of 
retirement alternatives. However, in 
the real world many farmers and small 
business people do not have the neces­
sary income to take advantage of these 
retirement programs. These people 
have all their equity wrapped up in 
the farm and this represents the bulk 
of their retirement program. 

Mr. President, the one provision that 
alarms me the most is the repeal of 
income averaging. Income averaging 
has been a frequently used provision 
of the Tax Code up to about now. This 
provision is extremely necessary for 
farmers to even out their volatile 
changes in income. A farm family of 
five with an income alternating be­
tween zero and $40,000 per year would 
pay five times the tax as a family of 
five earning $20,000 each year. I be­
lieve income averaging should be re­
tained for taxpayers with volatile in­
comes. Without it farmers with sub­
stantial income in the year of sale will 
not be able to offset that year's gain 
by prior years of low income or loss. 

I addressed this concern previously, 
when this body considered the Senate 
committee bill. I worked with many of 
my colleagues who had expressed the 
same concern to amend the Senate 
bill. We were successful in reinstating 
this much needed provision. But the 
conferees did not see fit to keep 
income averaging for our farmers. 

This bill also repeals the investment 
tax credit currently allowed for quali­
fying capital investments. Most farm 
machinery and equipment, many farm 
structures, and certain livestock qual­
ify for the full 10 percent credit. For 
example, under current law if a farmer 
buys a tractor for $40,000 his after tax 
cost would actually be $36,000. If the 
investment tax credit is repealed his 
after tax cost . would be $40,000 or 
$4,000 more than under current law. 
In 1983, farm sole proprietors held 
over $3 billion in accumulated tax 
credit and it is likely that current ac­
cumulated tax credits equal or exceed 
this level. Based on 1982 IRS statistics, 
a large share of these unused tax cred­
its are held by farmers with substan­
tial debt and with little or no off farm 
income. 

Mr. President, hundreds and hun­
dreds of farm equipment dealers and 
agricultural businesses have folded 
over the past 5 years. This of course, 
has devastated main street in many 
rural communities and small towns. 
Thousands of jobs have been lost. Eco-

nomic growth in the farm-belt is de­
pendent on the purchases made by the 
farmer. 

Last week, a farm equipment dealer 
called my office. He had one ques­
tion-when does the repeal of invest­
ment tax credit take affect? This year 
or next? When he was informed that it 
was repealed for property placed into 
service after December 31, 1986, the 
farmer that was negotiating a pur­
chase left his office. Mr. President, 
this was a farmer that is trying to sur­
vive under the new farm policy. He is 
trying to increase his production and 
cut his cost, but to do so, he needs new 
equipment to be efficient. Will the 
repeal of investment tax credits give 
the needed incentive to increase cap­
ital purchases of new and used farm 
equipment? I do not think so, Mr. 
President. 

I have read some arguments that if 
the investment tax credit is repealed, 
the hobby farmer and nonfarmer in­
vestor will be forced out of agriculture. 
This provision of the bill will rid agri­
culture of overinvestment, I am told. 
This provision of the bill will encour­
age only farmers to remain in agricul­
ture, I am told. Mr. President, the IRS 
has stated that the largest share of 
unused accumulated tax credits are 
held by farmers with substantial debt 
and with little or no off farm income. 
The IRS agrees that investment tax 
credit benefits the true family farms. 
Beside, most hobby farmers and non­
farmer investors long time ago had 
sense enough to get out of farming. 
Will the repeal of investment tax 
credit benefit farmers by getting rid of 
over-investment in agriculture? I don't 
think so, Mr. President. 

This legislation will also end soil 
conservation tax credits. Although 
this is a minor provision, one of little 
significance to the public, this is a nec­
essary incentive. Farming is not profit­
able now. Few farmers have the 
income to justify investing in expen­
sive soil conservation activities. This 
tax credit gave the little extra incen­
tive to the stewards of the soil to pre­
serve this essential natural resource 
for future generations. All Americans 
will lose with the repeal of this provi­
sion. 

Mr. President, taken alone many of 
these provisions would not be detri­
mental to farmers. But added together 
these changes could prove devastating. 
I urge my colleagues to closely exam­
ine the impact this bill will have on 
rural America before casting their 
vote. I shall. 

There is a lot of good in the bill. I 
have in previous speeches outline 
many of the improvements that will 
occur with this bill. I am weighing the 
good against the bad. 

The last question that remains for 
me is whether or not to vote for this 
bill. I will continue to study this bill, 
continue to listen to the debate. I be-

lieve there is a genuine need for tax 
reform, but I am concerned about the 
matters that I have discussed today. 
As I study the bill further, as I listen 
to the debate, I realize that I must 
make up my mind and do what I think 
is best for this country. I need your 
advice. I pray I make the right deci­
sion for our children and grandchil­
dren. 

I thank the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. PACKWOOD. Mr. President, I 

ask unanimous consent there be a call 
of the quorum without the time 
chargeable to either side. 

The. PRESIDING OFFICER. With­
out objection, it is so ordered. 

The clerk will call the roll to ascer­
tain the presence of a quorum. 

The assistant legislative clerk pro­
ceeded to call the roll. 
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Mr. LONG. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

Mr. LONG. Mr. President, I yield 5 
minutes to the Senator from Colorado. 

The PRESIDING OFFICER. The 
Senator from Colorado is recognized 
for 5 minutes. 

Mr. HART. I thank the Senator 
from Louisiana. 

Mr. President, the conference report 
we are about to approve represents the 
most memorable achievement of the 
99th Congress. 

It is a memorable achievement in 
part because it has been so long in ar­
riving. The opportunity to vote for 
this conference report concludes a 
campaign that, for many of us, began 
with our entry into public life. The 
idea of a broader, more equitable tax 
base has had to fight for its life at 
every stage of its development. 

The bill that has emerged from 
these trials is not perfect by any 
means. No one will find it perfect in 
every detail, as indeed the Senator 
from Colorado does not. Yet it is a far 
better bill than most of us would have 
thought possible 1 year ago. 

It will be good for the taxpayer-not 
just because it will result in lower tax 
bills for most, but because of the 
manner in which it will lower those 
tax bills. 

Equal incomes will be treated far 
more equitably. And every taxpayer 
will be encouraged to work more and 
earn more and invest more productive­
ly, with the opportunity to keep far 
more of what he or she earns. 

That is why this bill will be good not 
only for individuals, and for individual 
businesses, but for our national econo­
my-the sum of all of our efforts. 
Changing the philosophy of our Tax 
Code can confirm our national faith in 
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economic democracy-and so in the ef­
fectiveness of our political institutions, 
as well. 

There is another reason this legisla­
tion stands out as a monument in the 
history of this Congress. A vote for 
this legislation is a vote for the long 
term good of the Nation over the 
short-term calculating of politicians. 

We all know most of the benefits of 
this bill will take time to ripen. In the 
meantime, there will be doubts. Atten­
tion will be paid primarily to the wid­
ening of the base. We will hear from 
those who see only the sacrifice im­
posed upon their particular industry. 

Despite this, an overwhelming ma­
jority of both Houses of Congress has 
shown itself willing to support funda­
mental reform. 

And by so doing, we accomplish 
more than just the repairing of an in­
flation-ravaged tax structure. We re­
verse the trend toward ever greater 
tax expenditures, which in this decade 
have become a $400 billion a year 
hemorrhage in our body politic. We 
also put an end to 5 years of loophole 
widening and lopsided tax cutting for 
the benefit of corporations and the 
wealth-excesses that have contribut­
ed mightily to the greatest deficits in 
our fiscal history. 

In this era of immediate political 
gratification, the willingness of Con­
gress to resist special pleadings and 
support this far-sighted initiative is 
memorable indeed. 

This Senator was pleased that the 
Senate bill predominated in confer­
ence. The Senate bill offered far more 
fundamental reform, making more 
income subject to tax at lower rates. 

Much has been made of the progres­
sivity issue, but the current law's pro­
gressivity is more apparent than real. 
We have high rates on paper, but the 
rich can shelter, exclude, or exempt 
far more of their income than lower or 
middle income people. Some estimates 
indicate that those who make more 
than $200,000 can now exempt as 
much as half of it. 

This bill lowers everyone's tax rates. 
But, unlike the 1981 tax cuts, it recog­
nizes that rates don't tell the whole 
story. The new law enlarges the per­
sonal exemption and the standard de­
duction so that 6 million of the work­
ing poor need no longer pay Federal 
income tax. 

Working Americans who have no 
access to tax avoidance schemes will 
now find themselves paying less in tax 
and keeping more of the extra income 
they may earn. Four out of five tax­
payers will pay no more than 15 per­
cent on their taxable income. 

This bill installs a tough minimum 
tax on both corporations and individ­
uals, we need no longer tolerate the 
insult of major, profitable corpora­
tions that pay no Federal income tax. 

This bill ends the 60 percent exclu­
sion for capital gains income, so that 

those whose income comes from in­
vestments will be taxed just like those 
whose income comes from wages. Best 
of all, this bill ends the practice of 
using paper losses from one business 
to reduce one's taxable income from 
another. Tax shelters contribute to 
the deficit and distort economic invest­
ment. 

In the final days of debate on this 
reform, we have heard that the bill­
despite strong support from a Republi­
can President-would actually be bad 
for American business. And it is true 
that the bill would increase the total 
tax burden on corporations by $120 
billion over 5 years. 

The important thing to remember 
here is how business taxes are in­
creased. The rate is actually lowered, 
as individual rates were. But more rev­
enue is raised because the over-gener­
ous provisions of the 1981 tax cut-ac­
celerated depreciation-are reined in. 
Redundant credits-such as the invest­
ment tax credit-are repealed. 

The tax windfall accruing to corpo­
rate takeovers is repealed. Entertain­
ment expenses are no longer fully de­
ductible. Tax deferrals under special 
accounting methods will be restricted. 
Is this a soak-the-corporation policy? 
No. It is a reinstatement of the rules 
of fair play. 

The increase in revenue from corpo­
ration taxes-despite sharply lower 
rates-demonstrates how far the tax­
avoidance game had gotten out of 
hand. 

Obviously, such pervasive changes 
will take some getting used to by indi­
viduals, businesses, and the economy 
as a whole. But greater fairness is 
compatible with greater growth. And 
this Senator does not expect to feel 
nostalgia for a Tax Code that came to 
dominate everyone's everyday econom­
ic decisions. 

Rather, this Senator expects this bill 
to be remembered as a breakthrough 
for the taxpayer and the economy­
and as a demonstration that Congress 
had more conscience, more wisdom, 
and more courage than even its own 
Members believed it had. 

Mr. LEVIN addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. LONG. I yield 5 minutes to the 

Senator from Michigan. 
The PRESIDING OFFICER. The 

Senator from Michigan is recognized 
for 5 minutes. 

Mr. LEVIN. I thank the Senator 
from Louisiana. 

Mr. President, today I know what it 
feels like to be the hometown fan who 
sits in the stands watching the visting 
team bound off the field after they 
have won the seventh game of the 
World Series. 

I an understand their exhilaration. I 
can respect their skills. But I cannot 
join in their cheers of victory. 

I cannot join in because I cannot ex­
plain to the 15 million middle and 
lower middle income Americans who 
will get tax increases under this bill 
why their tax burden had to become 
heavier as part of the worthy effort to 
make sure that all profitable corpora­
tions and wealthy individuals have at 
least some tax burden. I am afraid 
that in taking a long overdue swing at 
those who had not done their fair 
share, we ended up socking it to too 
many of those who do not have a fair 
shake now, middle income taxpayers. 

I cannot join in because I cannot ex­
plain to middle-income taxpayers why 
tax reform required that of those get­
ting tax increases, 80 percent had to 
be taxpayers making less than $50,000 
a year. 

I cannot join in because I cannot ex­
plain to an elderly couple with high 
medical bills making $15,000 a year 
why their taxes are going up at the 
same time that, according to the best 
information available, the average tax 
cut for taxpayers making over 
$200,000 is $50,000. 

I cannot join in because I cannot ex­
plain to the renter or to the low equity 
homeowner why their ability to 
deduct consumer interest expenses has 
been eliminated or greatly restricted 
at the same time that other homeown­
ers with exactly the same income have 
a way to deduct their consumer inter­
est expenses and, thereby, pay less in 
taxes. 

I cannot join in because I cannot ex­
plain to the parents of students who 
are going to college or to renters why 
some of them should feel better off 
even though their small tax cut will be 
outweighed by increases in tuition or 
rent. 

I cannot join in because I cannot ex­
plain to anyone how this bill, which is 
trumpeted as a triumph of the general 
interest over the· special interest, 
changes the rules in the middle of the 
game for tens of millions of Americans 
and gives special-! repeat special­
treatment and privileges to about 700 
corporations and projects. 

D 1230 
On the subject of general versus the 

special interest, while the rhetoric is 
that this bill protects the common in­
terest and is opposed by the special in­
terests, the reality is that hundreds of 
lobbying groups endorse this bill and 
less than five oppose it as far as I 
know. 

I cannot join in because I cannot ex­
plain to any one why we are engaging 
in this enormous effort without doing 
anything to help solve the fundamen­
tal economic problem facing this coun­
try today-the huge Federal deficit­
and, in fact, why we are setting the 
stage for making deficit reduction 
more difficult and less fair. 
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I cannot join in because I cannot ex­

plain to anyone why we are passing 
this bill at this time when so many 
economists predict that, at least in the 
short run, it will slow down our al­
ready sluggish economy and run the 
risk of causing a recession. I cannot 
explain why we chose to ignore the 
warnings of some economists that in 
the long run it will result in fewer jobs 
at home and make us less competitive 
abroad. For our economy this is the 
wrong bill at the wrong time. 

And, finally, I cannot join in because 
I cannot explain to anyone why the 
noble goals of tax reform-a tough 
minimum tax on profitable corpora­
tions and wealthy individuals, the clos­
ing of some awful tax loopholes, and 
the removal of 6 million working poor 
from the tax rolls-had to come at this 
high-this unacceptable high price. 
We could have achieved those goals 
and done something substantial and 
significant to reduce the deficit with­
out paying that price. We Americans 
pride ourselves on our commonsense, 
on our shrewdness. But in this bill, we 
have not paid less to get more. We 
have ended up paying more to get less. 

Mr. President, I again congratulate 
the managers of the bill, the chairman 
of the committee, the ranking minori­
ty member, particularly Senator BRAD­
LEY, who for so many, many years has 
been fighting this cause, and while I 
cannot join in supporting the end 
product I have nothing but admiration 
for the people who worked so hard to 
put it together. 

The PRESIDING OFFICER. Who 
yields time? 

The Senator from Ohio [Mr. METz­
ENBAUM]. 

Mr. METZENBAUM. Mr. President, 
after I had spoken earlier this morn­
ing, I indicated that I intended to in­
quire of the chairman of the Finance 
Committee as to why certain compa­
nies and certain projects were accord­
ed special treatment. I indicated then 
my concern that two Members of the 
Congress pretty much concluded who 
should be in and who should be out, 
and I think under those circumstances 
that we have the right to know what 
was the rationale for exempting cer­
tain companies from the general rules, 
and we have a right to know what is 
the public policy purpose that is being 
served and what debate transpired 
during conference consideration of 
this bill. 

I think the distinguished manager of 
the bill has indicated that there were 
no actual votes on individual items by 
the members of the conference com­
mittee but that rather the leadership 
gave the package on the House side to 
those members and on the Senate side 
the same way. 

If I could have the attention of the 
manager of the bill, I would like to 
point out to him that on page 76 of 
the conference report, paragraph 11, 

there is contained therein certain lan­
guage, and I said to the manager of 
the bill before when we were speaking, 
not on the floor as such but in person­
al conversation, that he might not be 
able to answer certain of these ques­
tions immediately and if he needed a 
half-hour or hour in order to get the 
answer I will certain understand that 
because we are talking about 400 sepa­
rate items. I have a feeling that the 
ones I am to ask him may concern 
matters that he can respond to at this 
point. On page 76 of the conference 
report, paragraph 11, it is therein pro­
vided: 

CERTAIN AIRCRAFT.-The amendments 
made by section 201 shall not apply any new 
aircraft with 19 fewer passenger seats if-

<A> The aircraft is manufactured in 
Kansas, Florida, Georgia, or Texas. For pur­
poses of this subparagraph, an aircraft is 
"manufactured" at the point of its final as­
sembly; 

<B> The aircraft was in inventory-
And these are particularly signifi­

cant words-
• • • or in the planned production sched­

ule of the final assembly manufacturer, with 
orders placed for the engine<s> on or before 
August 16, 1986-

Which was the date of according to 
this date of conference committee ac­
tion, and three, and this is also particu­
larly significant-first we have the 
aircraft was planned, not actually pro­
duced, and-

<C> The aircraft is purchased or subject to 
a binding contract on or before December 
31, 1986, and is delivered and placed in serv­
ice by the purchase, before July 1, 1987. 

It goes on to provide that "Section 
21l<d><2><B> shall not apply to aircraft 
which meet the requirements of this 
paragraph." 

What this means simply is that this 
bill, this conference committee report, 
these transition rules, provide invest­
ment tax credits for planes that do not 
exist yet. The planes are only in the 
planned production schedule and that 
further provides that benefit for 
buyers who do not exist yet and who 
cannot even be identified. 

What we are talking about is putting 
on a platter $27 million for phantom 
beneficiaries. 

What we are talking about is giving 
$27 million to some people who are 
going to buy planes and get an invest­
ment tax credit. They do not know at 
this moment they are going to buy 
those planes. There are no definite 
contractors. The planes are not pro­
duced. All they are is that they are in 
the planned production schedule. 

I had understood, and I think every­
body within earshot had understood, 
that transition rules apply to some­
body who had taken certain action and 
proceeded under the tax law and as­
sumed and then the new tax law 
changed and they get caught in mid­
stream. 

We are not talking about that in this 
instance. We are talking about a situa­
tion where planes have not yet been 
produced, orders have not yet been re­
ceived, the identity of the order of 
those who are placing the orders is not 
even known. It means that the compa­
nies may go out between now and De­
cember 31, 1986 and say "Come on give 
me an order for this plane and if you 
order it before December 31, 1986, you 
get an investment tax credit." 

Let me be very candid. These are not 
the only aircraft manufacturing com­
panies in the country. This provision 
applies only if they are manufactured 
in Kansas, Florida, Georgia, or Texas. 

I am told that there are aircraft 
companies in Arkansas and Delaware, 
that are not covered by these rules, 
companies currently known as Falcon 
Jet and West Wind. I do not know 
anything about those companies. 

I do not understand how one compa­
ny can go out and sell planes and say, 
"You are going to get an investment 
tax credit if you buy those planes" and 
another cannot. I do not know why 
these are called transition rules. I do 
not know why for planes that have not 
as yet been produced, that are not 
being produced-they are only in the 
production schedule-that buyers 
about whom nobody knows anything 
and nobody is in a position to identify 
them, we are giving away $27 million 
to them. 

This is a rule that exempts noncom­
mercial aircraft. No one signed a con­
tract. I think we are entitled to know 
what companies benefit, but even 
more importantly than what compa­
nies benefit, because once we know the 
names, I do not know that makes me 
particularly satisfied. I think the real 
question is why is this provision in the 
bill, and I am told also that not only 
do they get the investment tax ·credit, 
but the buyers will have the right to 
use 5-year ACRS instead of 7-year de­
preciation. 
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And 7 years depreciation, I gather, 

would be straight-line depreciation, 
whereas 5 years ACRS would give 
them the right to have an accelerated 
depreciation at the early stage. 

So since that is one of those special 
exemptions that I do not consider to 
be a transition rule, I wonder if the 
chairman of the Finance Committee 
would be good enough to enlighten me 
on this point. And I yield him up to 5 
minutes of my time in order to re­
spond. 

The PRESIDING OFFICER. The 
Senator is recognized for 5 minutes. 

Mr. PACKWOOD. I thank the 
Chair. 

This was a rule asked for, I think, by 
the majority leader; I am not sure. We 
were under the impression it covered 
all the domestic plane manufacturers 
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in the United States. General aviation 
manufacturers in this country are in 
desperate shape. We intended that 
any planes that were ordered by the 
end of this year and placed in service 
by July 1 next year be entitled to the 
investment tax credit. 

It is not significantly different from 
what we have done for the major air­
lines, except there planes are normally 
not manufactured unless there is an 
order. So the major airlines got a rule 
that stated if they had ordered by a 
certain time, and the planes were to be 

· placed in service at a certain time, 
they would get a transition. 

For the general aviation rule, we 
have said that if they have incurred 
costs up to one-third of the cost of in­
ventory, they would get the invest­
ment tax credit. 

It was not designed to help the 
buyer. It was designed to help the 
small manufacturer of airplanes. 

Mr. METZENBAUM. But, in connec­
tion with the commercial aircraft, 
there were not normally binding con­
tracts that were already existing at 
the time the conference committee 
was meeting. 

Mr. PACKWOOD. I thought I men­
tioned that. The difference in the 
method of operation is in cases where 
the purchase is of a 747 or DC-10's or 
planes of that type, manufacturers 
normally do not manufacture the 
planes until they have an option or 
order, because you have a whale of a 
lot of money tied up in just one plane. 
But, in general aviation, it is more 
common to have some in inventory, 
closer to the way you manufacture 
cars than the way you manufacture a 
747. So some planes are in inventory. 
They have some in showrooms, if you 
want to call them that; some that are 
partially constructed. So we did not 
apply the binding contract rule to gen­
eral aviation that we applied for major 
aircraft, where you only build the 
plane if you got an order. 

Mr. METZENBAUM. Would the 
manager agree that this is, indeed, not 
a transition rule but that this is appar­
ently, according to his description, an 
action taken in order to help an ailing 
industry? 

Mr. PACKWOOD. I think that is a 
fair statement, although it is a transi­
tion rule in the sense that it termi­
nates. The order has to be submitted 
by the end of this year and the plane 
has to be delivered by the first of July 
next year, or you are out. So, in that 
sense, it is a transition rule. It is not a 
permanent exemption from the law. 

Mr. METZENBAUM. Transition 
rules, by definition, are that they 
apply to somebody who has taken 
action under the old law and would be 
unfair to change the rules on them in 
midstream. That is not this kind of a 
case. 

Mr. PACKWOOD. That is fair to 
say. 

Mr. METZENBAUM. Would the 
chairman be willing to explain why he 
then selected manufacturers in 
Kansas, Florida, Georgia, and Texas, 
and excluded Arkansas and Delaware? 
I do not know whether there may be 
some other airplane manufacturers 
around the country. What are the 
companies that gain the advantages of 
this? 

Mr. PACKWOOD. I cannot tell you 
which companies. I do not know the 
names of the companies. When we put 
the rule in we were told it was all the 
domestic manufacturers. Subsequent­
ly, one of the Senators from Arkansas 
has told me about their problem with 
the Falcon jet, which is a plane that is 
partially manufactured in France and 
brought to Arkansas for further as­
sembly. The person that put forth this 
request for the rule was trying to 
cover all planes that are fully domesti­
cally manufactured and I assumed this 
covered the domestically manufac­
tured planes. I have not yet heard 
from any of the Senators from Dela­
ware about any problems in Delaware. 

Mr. METZENBA UM. I will not press 
the point further. I think it is a good 
example of what happens when we try 
to make nongeneric tax laws and try 
to couch them in language to take care 
of some but not necessarily all. I will 
not belabor the point further. I will go 
on to some other subject. 

On page 75, a Drexel Burnham 
office building and on page 81 a 
Morgan Guaranty Trust Co. Wall 
Street Building, each specific special 
treatment, at a total cost of $52 mil­
lion. 

Now, I must confess that $52 million 
is still a lot of money. ·u would pay for 
a lot of programs that are being cut 
back and phased out during these 
tight budgetary times. 

No one needs to convince the distin­
guished chairman of the Finance Com­
mittee, who is extremely knowledgea­
ble about matters such as this, that 
Drexel Burnham has been one of the 
most successfully operated companies 
in the country. I bear them no malice. 
In fact, I feel kind of a friendly rela­
tionship toward them. And Morgan 
Guaranty Trust Co. is also an equally 
strong corporate factor in the invest­
ment banking industry. 

I have difficulty in understand what 
kind of motivation would cause the 
chairman of the Finance Committee 
or the chairman of the Ways and 
Means Committee to give $52 million 
to these two companies. I cannot see 
any public interest being served. I feel 
absolutely certain that with or with­
out that special tax incentive those 
buildings would go forward. 

We both know that there are many 
single deals where these companies 
make $52 million on one deal. This is 
$52 million for the two of them. 

But for $50 million, we could provide 
shelters and support services for 2 mil-

lion runaway youths. For $50 million, 
we could do more in providing reha­
bilitation centers and drug treatment 
centers for those who are drug addict­
ed. And although I did not get a 
chance to read the full story today, I 
did read enough of it to indicate drug 
treatment programs in this communi­
ty and throughout the Nation. 

And so $52 million is but a pittance 
to Drexel Burnham and Morgan Guar­
anty and maybe, under certain circum­
stances, they might be entitled to it. 
But it is this kind of thing that makes 
it so difficult for the public to compre­
hend why did we do this for these two 
corporations-or maybe they are part­
nerships. 

We are aware of the fact that just a 
moment ago you explained that you 
were doing something for the small 
aircraft industry because they were 
hurting. Now we have two partner­
ships or corporations that far from 
hurting are barreling in the profits at 
an unprecedented rate. I think Drexel 
Burnham-! think I saw an article 
about them recently-that they have 
progressed more rapidly and further 
than almost any other firm on Wall 
Street. 

So why give them $52 million? 
I yield up to 3 minutes to the distin­

guished chairman of the Finance Com­
mittee. 

Mr. PACKWOOD. As I told the Sen­
ator from Ohio earlier, we had worked 
out an agreement with the House 
that, so long as basic principles-pas­
sive income, book income, minimum 
tax-were not violated, they could put 
in what transition rules they wanted 
and pay for them out of the portion of 
money allocated to the House. 

These were both rules put in by the 
House. Although I can answer as to 
Morgan Guaranty. It was about 8,500 
jobs involved in New York. I believe 
this request came from Congressman 
RANGEL, but I would not swear to it. It 
involved about 8,500 jobs involved in 
New York. Morgan Guaranty was 
going to move out. This was an effort 
to keep the jobs in the State. 

D 1350 
Mr. METZENBAUM. I have to say, 

and I appreciate the answer of the 
chairman and I recognize that he is re­
sponding on the basis of that which 
somebody else has said. I respect that. 
We do that around here often. It is 
not an unusual procedure. I say that 
those companies that spent all of their 
time threatening to move out and 
move, do this, do that, if somebody 
does not give them a tax break, if 
somebody does not give them some 
special industrial revenue bond right, 
or some other special right, I am not 
sure that they ought to be embar­
rassed about it or we ought to be em­
barrassed about the fact that we are 
going along with it. I will go on. 
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On page 148, section 406 has been 

added to the bill. It is entitled "Reten­
tion on Capital Gains Treatment for 
Sales of Dairy Cattle Under Milk Pro­
duction Termination Program." 

It was neither in the House nor 
Senate bill. It cost $22 million. And ac­
cording to the transition list released 
yesterday, it helps persons or corpora­
tions in California and Oklahoma. 

I think we have a right to know. 
Who are those persons? What do they 
have going for them? Are they small 
family farmers? Are they large corpo­
rations? More importantly, maybe, are 
they American owned? Are they for­
eign corporations? Are they foreign­
owned corporations? Where did it 
come from, and how does it fit within 
the scope of the conference? 

Mr. PACKWOOD. Again, it came 
from the House. The same answer as 
before: This was offered by the House 
in the conference. They offered to pay 
for it out of the money allocated for 
their portion of the transition rules. 
This is a genuine transition rule, the 
whole herd buyout program. Maybe 
Senators are interested in it. But it 
was not offered by the Senate side. We 
accepted it from the House. 

Mr. METZENBAUM. The chairman 
says it was a genuine transition rule? 
Whom does it benefit? 

Mr. PACKWOOD. Again, I have no 
idea who the individual or corporate 
beneficiaries are. 

Mr. METZENBAUM. Let me read 
the explanation. 

The amendments made by subtitles A and 
D of title III shall not apply to any gain 
from the sale of dairy cattle under a valid 
contract with the United States Department 
of Agriculture under the Milk Production 
Termination Program to the extent such 
gain is properly taken into account under 
the taxpayer's method of accounting after-

Not before, after-
January 1, 1987 and before September 1, 
1987. 

What special kind of treatment do 
we give to have them given special 
treatment with respect to capital 
gains? We do not know who they are. 
This is the point that I made to my 
distinguished colleague earlier today. 
It is the secrecy. It is the shrouding in 
a capsule of gauze behind which you 
cannot see. Who gets this? Why do 
they get it? And I would ask the chair­
man of the committee if before we can 
vote on this bill today at 4 o'clock, 
before my time expires, whether or 
not he would not have his staff see if 
the information cannot be obtained. It 
certainly seems to me if we are going 
to do something for somebody, we at 
least ought to know for whom we are 
doing it and why we are doing it. 

Mr. PACKWOOD. In all deference 
to the Senator, I do not think I am 
going to do that. I asked my staff ear­
lier if we could have from the Senator 
the list he was interested in. He would 
not give it to us. So I am answering his 
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questions blank without any advance 
notice from the Senator or his staff at 
all. Had the Senator been willing to 
give us the information we wanted, we 
would have found out. 

Mr. METZENBAUM. Under those 
circumstances, Mr. President, I did not 
understand that was the problem. I 
want to accommodate his ability to 
make available to me all of the infor­
mation which is available. I will there­
fore provide him with a list of addi­
tional questions and we will be very 
happy to come back to ask those ques­
tions of him at a later point in the 
day. 

Mr. President, I suggest the absence 
of a quorum. 

Mr. KERRY. Will the Senator with­
hold his request? 

Mr. METZENBAUM. I do. 
The PRESIDING OFFICER. Who 

yields his time? 
Mr. KERRY. Mr. President, I ask 

unanimous consent that I be granted 
10 minutes from the time of the Sena­
tor from Louisiana if I may. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. 

Mr. KERRY. Mr. President, compre­
hensive tax reform-the pursuit of a 
fairer and more efficient income tax 
levy-has been a central theme in the 
American agenda for many years. 
Over the past decade, as the Federal 
Income Tax Code became ever more 
twisted, marginal rates grew more and 
more burdensome on our people, the 
importance of that goal increased as 
the hope that it would ever be 
achieved diminished. 

And now, after years of work, the 
moment of choice is upon us. Like a 
cat with nine lives, this bill we have 
before us today has survived a tortu­
ous path to this peak. Mr. President, 
this bill has survived many deaths and 
is here today for one reason-because 
this country needs a change in our 
current code. We need it because the 
current Tax Code has become for too 
many of our peopJe a symbol of their 
worst fears about Government. It is 
awkward and burdensome, it is arbi­
trary and inconsistent. It is, Mr. Presi­
dent, a mess. 

Tax reform is here being debated in 
the Senate today because we cannot 
allow this situation to continue. 

This bill will provide the basis for 
the American people to move once 
again to trust their Federal Govern­
ment. This may seem a grand claim 
for a tax bill, but it is a simple fact 
that for many Americans the most 
direct, most personal, and certainly 
the most expensive contact they have 
with their Government comes on April 
15, when they pay their income taxes. 

Most Americans are, I believe, will­
ing to pay their fair share of taxes in 
the spirit of Oliver Wendell Holmes, 
who said, "Taxes are the price we pay 
for a civilized society." It is the unfor-

tunate case, however, that our Federal 
Tax Code has become such an object 
of derision today that most Americans 
have come to identify more closely 
with the old saying which goes some­
thing like this: "An honest man is one 
without opportunities to steal." The 
fact is, Mr. President, that under the 
current system, avoiding taxes has 
become a sadly accepted way of life for 
many, leaving a wake of cynicism and 
frustration in their path. 

Ordinary citizens-those people 
without the use of high paid lawyers 
and fancy tax shelters have had to 
witness a parade of newspaper head­
lines heralding the 50 profitable cor­
porations that paid no taxes, and the 
hundreds of millionaires who paid no 
Federal income taxes. 

This proposal will make that kind of 
unfairness a thing of the past. This 
bill closes down unfair tax shelters. It 
imposes a tough minimum tax for all 
profitable corporations and individuals 
with real income. And, at the same 
time, it offers significant relief to 
those who have been forced to carry 
an unfair burden while the rest have 
gone free. It lowers marginal tax rates 
significantly. It increases the standard 
deduction, the personal exemption, 
and the earned income tax credit, and 
it removes some 6 million of America's 
working poor from the Federal income 
tax rolls entirely. 

But while this bill makes major and 
important changes, it is not perfect. 
No bill-least of all a tax bill-is per­
fect, and this one-the product of his­
toric process of compromise and nego­
tiation-is not different. This bill is 
not as fair a.S it could be, and makes 
changes that in my view, may have an 
adverse effect on our Nation's econo­
my. While I support the bill for the 
improvements it makes, I feel com-. 
pelled to address the problems it 
raises, and to pledge my support for 
future and immediate efforts to deal 
with these problems. I view this bill as 
an effort to clean the slate and begin 
again the process of formulating a 
better tax and overall economic strate­
gy. It is in my mind a beginning and 
not an end. I hope my colleagues will 
remain committed to making the im­
provements that are needed upon pas­
sage of this legislation. And the im­
provements are many. 

Mr. President, I was one of a near 
majority of Senators supported an 
amendment to the Senate bill that 
would have restored the full $2,000 de­
duction for individual retirement ac­
count contributions, as the House bill 
did. It is my relief the IRA has encour­
aged Americans of all income groups 
to plan for their future security in re­
tirement. At the same time, it is a val­
uable savings incentive that is desper­
ately needed because our national sav­
ings rate has fallen dangerously low, 
hampering our international competi-
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tiveness and increasing the cost of cap­
ital. Unfortunately, the conference 
report eliminates IRA's for many 
Americans. 

Similarly, a controversial provision 
in the Senate bill eliminated the 3-
year recovery rule for State, Federal, 
and local government pensioners. This 
change unfairly singles out one group 
in society, represents a substantial tax 
increase, and will threaten the finan­
cial security of many retirees. But the 
conference agreement now takes this 
bad provision of the Senate tax bill 
and makes it worse by applying the 
change retroactively. Many individuals 
had hoped that the prospective date in 
the Senate bill would at least have 
provided them with the option of 
early retirement to avoid the added 
cost of the new rule. I find the use of 
retroactive changes-here and 
throughout the bill-to be a violation 
of the most basic principal of fairness. 

I am also gravely concerned about 
the increased floor on the deductibil­
ity of medical expenses. The impact of 
this change on those unfortunate indi­
viduals and families among us who 
must bear extraordinary medical and 
hospital expenses will be painful, and 
is in my view is callous and unfair. 

Another change that I believe is 
both unfair and unwise is the limita­
tion on the deductibility of interest on 
student loans. Again, this change is 
applied retroactively-changing the 
rules of the game is never fair, but it is 
particularly contemptuous when the 
victims of the changes are recent grad­
uates with small incomes and substan­
tial expenses and have come from poor 
and working class families without the 
means to finance higher education 
without loans. As if this weren't bad 
enough, the conference agreement re­
tains the loophole that allows owners 
of real property to use home equity to 
create tax-deductible student loans. 

What makes these changes unwise 
as well as unfair is that they will add 
sharply to the cost of higher ed·l.lca­
tion and deny many gifted and able 
students the opportunity to achieve 
their potential and make their great­
est contributions to our society. These 
student loan problems, which were de­
bated on the floor of the Senate more 
than 2 months ago, could easily have 
been fixed in conference. It is shame­
ful that they were not addressed, and 
this is one of the first issues that we 
will have to correct next year. 

Finally, there are a number of types 
of income-such as workers compensa­
tion payments and student fellow­
ships-that will be subject to Federal 
income taxes for the first time. It 
seems to me counterproductive for 
Government to, at one moment, en­
courage private charities and public 
institutions to make such funds avail­
able and then tum around and tax 
such financial support. 

Stepping back from specific provi­
sions of this kind to take a broader 
view, I see still more about the confer­
ence agreement that troubles me. 

I am troubled by the fact that the 
bill abandons our traditional commit­
ment to a progressive rate structure in 
the Tax Code. When added to the 
burden of payroll taxes, the two rates 
in this bill create what comes close to 
a flat tax rate for all Americans, with 
effective tax rates that actually de­
cline as income rises into the range of 
the wealthy. 

The two-rate system is touted for it's 
simplicity, but simplicity is nothing 
but a trojan horse for inequity. There 
is nothing about two rates that makes 
it any simpler for taxpayers to figure 
what they owe. They still have to go 
through innumerable steps to arrive at 
adjusted gross income-and once 
there, they still will have to find their 
adjusted gross income on a table to 
figure their taxes owed-a table that 
just as easily could account for addi­
tional rates. 

There is no reason why a truly pro­
gressive, three- or four-rate system 
could have been applied. This would 
have made the tax bill a lot better in 
my view, which is why I supported the 
amendment offered by my distin­
guished colleague, Senator MITCHELL, 
in June and why I believe we should in 
the future consider proposals to 
extend the "transitional rate struc­
ture" the agreement applies in 1987. 

Another serious concern is the way 
in which the new Tax Code discrimi­
nates against those who rent their 
houses or apartments rather than own 
them. This tax bill continues the Tax 
Code's longstanding commitment to 
promoting homeownership-even to 
the extent of allowing unlimited mort­
gage interest deductions for second 
homes, up to the cost of the home. 

Yet the tax benefits afforded to the 
renter-indirectly through property 
owners-are being sharply curtailed. 
The effect, I fear, could be a lower 
supply of rental housing-especially 
for low- and moderate-income families, 
and 5- or 10-percent rent increases for 
all renters. 

Mr. President, throughout the entire 
debate on the tax bill there was no 
single issue that consumed me more 
then the impact of this legislation on 
renters and rental housing costs. I 
spoke with Chairman PACKWOOD and 
other members of the committee, and 
was a cosponsor, with Senator MITCH­
ELL, of an amendment that was ap­
proved on June 24, which addressed 
this concern. 

I have also worked, in cooperation 
with a coalition of legislators from 
both the House and the Senate, to see 
that the final conference agreement 
contained several transition rules 
which limit the certain dislocation 
that will result from the retroactive 
application of passive loss provisions. 

While I am pleased that the confer­
ence committee agreed to provide the 
relief these rules allow, I am con­
cerned about the prospective impact of 
the tax bill on the construction of 
rental housing. 

I also believe the repeated use of ret­
roactive changes in tax law contained 
in this bill constitute a clear case of 
the Government breaking faith with 
investors. This sets a dangerous prece­
dent, which I hope will never be re­
peated. When people invested in low­
income housing and a number of other 
desirable activities, as the Tax Code 
had clearly and purposely encouraged 
them to do, they were an instrument 
of public policy serving the national 
interest. If the Congress decides to 
change the rules for the future, that is 
fair game. But when Congress changes 
the rules in mid play, a fundamental 
notion of fairness is violated. As I 
stated during the debate on the bill in 
June, I oppose retroactive changes in 
the strongest possible terms. 

The effect of changes in the tax 
shelter rules on low-income housing is 
symbolic of a major policy decision 
embodied in this bill: It represents a 
decision that the Tax Code is not the 
appropriate vehicle for subsidizing a 
whole range of activities that society 
has deemed worthy and previously 
chosen to encourage through the Tax 
Code. This decision will impose a new 
burden on the outlay side of the Fed­
eral budget. There is no question in 
my mind, Mr. President, that next 
year, and for years thereafter, we will 
see the consequences of this decision 
in greater demands for housing, for 
education, for research and develop­
ment, and for a host of other activities 
that will require increased Federal 
support. 

Again, looking at the broader im­
pacts of the tax bill, I share with 
many of my colleagues the concern 
that the plan not only fails to address 
the central economic problem facing 
the country: the Federal budget defi­
cit, but also makes matters much 
worse. The tax bill exacerbates the 
deficit problem in two ways. 

First, the tax bill makes the deficit 
worse because it provides a temporary 
revenue increase of $11 billion in fiscal 
year 1987. This increase is followed, 
however, by $34 billion in revenue 
shortfalls over the next year. As a 
result, it will be even more difficult for 
the Congress to meet the deficit reduc­
tion targets contained in the Gramm­
Rudman-Hollings law. 

The second way in which the tax bill 
stiffles our ability to close the budget 
deficit is that it makes it impossible to 
increase revenues without a broad­
based tax rate increase. It does this be­
cause it takes billions of dollars raised 
from tax compliance, loophole closing, 
and the imposition of an alternative 
minimum tax, and uses these funds 

,, 
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not to reduce the deficit-as we could 
have done-but to cut the tax rates of 
every American, no matter how high 
his or her income. 

One of the biggest mistakes made by 
the tax-writing committees when they 
took up President Reagan's challenge 
to reform the Tax Code was accepting 
his condition of revenue neutrality. It 
is a myth that the only way to raise 
revenue is through tax increase. As 
Governor Dukakis has shown with the 
successful Revenue Enforcement and 
Protection Program [REAP] in Massa­
chusetts, there is an enormous poten­
tial for new revenues from better en­
forcement of tax laws, and through 
closing loopholes that allow individ­
uals and corporations to pay less than 
their fair share. These measures are 
not new taxes, and they do raise reve­
nue. 

One of the most controversial ques­
tions about this tax bill is its impact 
on the economy, and on the interna­
tional competitiveness of U.S. indus­
try. I am deeply troubled by the possi­
bility that this bill will hurt the econo­
my. The timing of this measure­
coming at the tail end of a weak recov­
ery, at a time when the farm, energy, 
banking, and manufacturing sectors of 
our economy are all experiencing 
severe strains-is very bad. But I have 
listened to the advice of some of the 
leading economists in this country, 
and while there are dissenters, the 
most convincing arguments that I 
have heard predict that the long-term 
efficiency gains from this tax bill will 
exceed the loss from transition shock. 
In any event, I believe that this Con­
gress should stand ready to correct 
any mistakes in this bill as soon as 
they become apparent. Our economic 
growth and capital formation incen­
tives are one area of this kind where 
we will have to be particularly atten­
tive. 

Despite these reservations with the 
tax bill, I recognize the extraordinary 
amount of genuine tax reform it con­
tains, and support it because of the 
substantial improvements it represents 
when compared to current law. 

Without question, the most impor­
tant change established by the tax 
reform bill is a dramatic improvement 
in horizontal equity. Under this bill, 
taxpayers can have a greater assur­
ance than ever before that what they 
pay in taxes is fair and proportionate 
to what others with similar economic 
income will have to pay. This is be­
cause the bill imposes-for the first 
time-a truly meaningful alternative 
minimum tax for corporations and 
wealthy individuals, because of the 
passive loss rule limiting the use of tax 
shelters, and because of limitations on 
other abusive practices. 

The bill also closes down a range of 
other loopholes that benefit major 
corporations, such as the much abused 
completed cost method of accounting, 

which has caused so much cynicism on 
the part of ordinary taxpayers who 
read with horror the news accounts of 
multibillion-dollar Government con­
tracts going to companies that paid 
not a penny in Federal taxes. 

Another part of the bill that de­
serves special attention is the area of 
tax enforcement and administration. 
On May 8, 1985, during the debate on 
the budget resolution, I offered, and 
the Senate approved, an amendment 
calling for a vastly increased commit­
ment to the enforcement of Federal 
tax law, and a reduction in the $105 
billion annual tax gap-the money 
owed to the Government but not paid. 
Following that amendment being ap­
proved by a vote of 92 to 3, I filed a 
bill, S 1152 that suggested many of the 
ways that the tax gap could be re­
duced. S. 1152 was referred to the Fi­
nance Committee, and several of it's 
key provisions were included in the 
Senate tax reform bill. While not all 
of these proposals were retained in the 
conference agreement, several of the 
more important changes were main­
tained. For example, new reporting re­
quirement for real estate capital gains 
are contained in this bill. So too are 
new tax shelter limits, increased pen­
alties for failure to pay taxes, for neg­
ligence, fraud, and understatement of 
tax liability. These changes are an im­
portant part of the movement for a 
fairer system of taxation. 

In terms of "vertical equity"-the 
fairness of the bill when one compares 
how it treats those at the bottom of 
the income scale with those at the 
top-the bill is less than it should be. 
But make no mistake about it-it rep­
resents a definite improvement over 
current law. 

By closing loopholes, eliminating tax 
shelters and imposing tough minimum 
tax rules, this tax bill broadens the 
tax base significantly, and allows for 
the reduction of marginal tax rates. 
Under the new rates contained in this 
bill, 80 percent of American house­
holds will be taxed at the low rate of 
15 percent. Lower rates not only mean 
lower taxes for the millions of honest 
Americans who have not benefited 
from tax shelters and other avoidance 
schemes-they also eliminate the dis­
tortion of incentive that results from 
high rates. 

The bill increases the zero bracket 
amount, the personal exemptions, and 
the earned income tax credit. As a 
result, the bill takes 6 million low­
income individuals off the tax rolls. 
This is perhaps the most frequently 
touted virtue of the package, and it 
should be-for when was the last time 
we in this Congress had the chance to 
vote to give benefits to the poor rather 
than vote to cut them back? 

According to the Children's Defense 
Fund, "a family of four struggling to 
maintain its independence and self­
sufficiency on poverty-level wages; for 

example, will have over $1,000 in addi­
tional income in 1988 as a result of the 
changes in the Tax Code contained in 
H.R. 3838." After a 5-year period when 
the poor have seen both the assistance 
programs and the safety net they 
depend on cut to shreds by budget 
cuts, I find this reform profoundly im­
portant. 

At the same time that this tax bill 
broadens the base, lowers tax rates, 
and removes 6 million of our poor 
from the income tax rolls, it retains 
the most popular and widely used de­
ductions: it retains the deduction for 
home mortgage interest, for charitable 
contributions, and-significantly, for 
State and local income and property 
taxes. 

These changes have long been 
sought by public interest groups and 
reformers-and have long seemed 
hopelessly out of reach because of the 
power of well financed special inter­
ests to defeat change. 

So, Mr. President, the choice is a dif­
ficult one. The bill has its strength, 
and it has its weaknesses. As Senator 
DANFORTH noted in his statement yes­
terday, no tax bill is all good or all 
bad. This bill, like any bill, is shades of 
gray. And the choice that we face is 
whether the benefits of the bill exceed 
its costs. 

Mr. President, I wish there were a 
different choice available to us today. 
I wish that we could choose among the 
various parts of the bill. But we 
cannot. The choice is simple: it is this 
bill, or back to business as usual. 

I have decided, after extensive delib­
eration, that the historic opportunity 
represented by this tax bill deserves 
my support. To fail to support this 
bill, Mr. President, is to forsake the 
hope that we will ever again be able to 
rally the broad consensus necessary to 
overcome the special interests, and 
begin the process of instituting genu­
ine t i..x reform. 

Mr. President, there has been a 
great deal of debate as there ought to 
be about a bill of this importance. I 
think most of my colleagues laid out 
extremely effectively the very many 
pluses, and the many potential nega­
tives of this particular piece of legisla­
tion. It is not my intention to take the 
Senate's time of going through each 
and every one of them. They are a 
matter of record. I am sure I am not 
going to differ from those many of my 
colleagues. 

I would like to make a few general 
comments if I may, about how I ar­
rived at my particular position because 
I have found this a very difficult deci­
sion. I have thought and listened to 
the eloquent comments of the Senator 
from Missouri, and the very heartfelt 
concerns that he has and to the many 
others who opposed this piece of legis­
lation who have concerns. 
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I think from a personal level there 

are many reasons to conclude that it 
would perhaps be an easier political 
vote to vote "no" than to vote "yes" in 
many ways, notwithstanding the 
degree to which people say this is an 
historic piece of legislation. It is 
always simpler, I suppose, to explain 
now, and hedge future repercussions. I 
have decided, however, despite very se­
rious concerns that remain to vote in 
favor of this bill with an understand­
ing that I do so with the perspective 
that this bill is not an end, but it is a 
beginning, that this bill merely puts us 
in a place where we know we have an 
obligation to begin to make up for 
what are serious inequities and for 
what are potential serious negative ef­
fects on the economy as a whole. 

The reason that I have come to that 
balance, and the balancing act of 
weighing the plusses and minuses, is 
that I think the tortuous path that 
this bill itself has gone through, per­
haps the nine lives this bill has had, is 
evidence of how difficult it really is to 
get real tax reform. And in the final 
analysis, though I may feel that there 
are retroactive provisions that are 
unfair, and I think they are, and I 
think everyone agrees, although there 
may be down sides in terms of com­
petitiveness and investment, capital 
formation and housing, this is an op­
portunity to in a sense create tabula 
rasa, to clean the slate, to begin where 
we know there is an enormous political 
momentum to begin which is to get rid 
of the shelters, get rid of the loop­
holes, clean up the process by which 
Americans come to feel they cannot 
have faith in the tax system, and 
renew the effort then to adjust where 
we have to adjust. 

So I am voting for it not because I 
think it is a perfect bill. I do not think 
there is any such thing, obviously, as a 
perfect bill, but because I believe it is 
so important to seize this opportunity 
for reform. And the most important 
thing that this bill does is to get rid of 
that sense of inequity that people 
have had about the broad tax system 
as a whole, which has given credence, 
I think, to a lot of people's belief that 
the system symbolizes the old adage 
that an honest man is one without op­
portunity to steal. 

The past tax structure has given 
people opportunities and has encour­
aged people to take opportunities to 
enhance their positions by virtue of 
the unfairness that we have built into 
the tax structure. 

So I think that the horizontal 
equity, the fact that people earning 
similar incomes in America will pay 
similar amounts of taxes, an impor­
tant principle though I regret that 
principle is being asserted to such a 
degree that it excludes any of the 
other principles we have always ad­
hered to about more variation or pro­
gressivity, if you will, of the amounts 

that people pay as they earn more dress at the earliest possible moment. 
money. I yield back whatever time I have re-

0 1300 
In addition to that, it closes the 

loopholes and shelters and it keeps 
much that is good in our tax structure, 
such as the standard deduction, per­
sonal exemption, the earned income 
tax credit, and I think finally the 
home mortgage interest rate deduc­
tion. 

I want to make it clear, Mr. Presi­
dent, that I think the fears of the 
downside are real, and that I hope the 
Senate is in concurrence in its under­
standing that we are going to have to 
be back here next year to make one of 
two decisions: Either to adjust it for 
these inequities through the Tax Code 
itself, or, if we have made a decision 
that we are really not going to use the 
Tax Code for any accomplishment of 
social goals, that we are willing to 
spend the money where necessary 
whether it is for a housing subsidy or 
for education loans or for the many 
needs which have been articulated by 
the distinguished Senator from Ohio. 

Moreover, Mr. President, I want to 
underscore that this is a most critical 
time in the history of this country in 
our competitive posture. 

We are slipping rapidly as measured 
against the industrial capacity of 
other countries. Unless we have the 
ability to be able to invest capital into 
new plants and equipment, into new 
technologies, into research and devel­
opment, into the renewal of our educa­
tional institutions and our laborato­
ries, our ability to be able to partici­
pate as we have in the past as the 
dominant trading partner within the 
new marketplace is going to slide even 
further than it has. 

I believe this bill does not address 
those issues as it ought to or as I 
would perhaps like it to. I hope this 
Senate will be absolutely committed at 
the beginning of next year to make 
certain that whether through fiscal 
policy or through our expenditures or 
tax policy we are going to undertake 
to do that. 

Mr. President, I would simply say in 
closing that while, again, there is 
much that one could complain about, 
particularly the retroactivity, which I 
think runs against the very grain of 
fairness on which we have built this 
country, there is much also that we 
can look to in this bill to set us on a 
course of tax policy in which people 
can once again have faith and where 
we can perhaps even diminish the cur­
rent willingness of Americans to feel 
that it is almost a responsibility on 
their part to find ways not to pay 
taxes rather than to participate. 

I think in that sense this bill is his-
toric and that is the principal reason 
why I vote for it, but with very, very 
deep reservations, which I again reit­
erate I feel are imperative that we ad-

maining. 
Mr. PACKWOOD. Mr. President, I 

yield 3 minutes to the Senator from 
Alaska. 

Mr. MURKOWSKI. Mr. President, I 
commend the Senator from Oregon 
[Mr. PAcKwooD] and the members and 
staff of the Senate Finance Commit­
tee and Joint Committee on Taxation 
for the bill which the Senate presently 
has before it. 

This is one of the most fundamental 
pieces of tax reform legislation since 
passage of the Internal Revenue Code 
of 1954. 

The beauty of the bill is that it is a 
historic shift in tax philosophy that 
seeks to base taxes on income rather 
than Federal social and economic 
policy objectives. That is, if you make 
such and such income you pay a tax. 

The goals are worthy and the task 
massive: 

Simplicity: To reduce the need for 
individuals to use sophisticated finan­
cial arrangements to minimize tax li­
ability. 

Fairness: To ensure that persons 
with similar incomes pay similar tax. 

Efficiency: To encourage businesses 
to make decisions on economic merit 
rather than tax considerations. 

To refer to selected provisions: 
Rates and brackets: Top individual 

rates reduced from 50 percent to 15 
percent and 28 percent. In 1987, tran­
sition period with five individual rates 
of 11, 15, 28, 35, and 38.5 percent. In 
1988 when new individual tax rates 
fully effective, 15 and 28 percent. The 
28 percent applies to taxable income 
above $17,850 for single taxpayers, 
$29,750 for married taxpayers, and 
$25,288 for single heads of household. 
All brackets adjusted for inflation in 
1989. 

Personal exemption: Phased-in in­
crease from present $1,080 to $2,000 in 
1989. In 1990 indexed for inflation. 

Standard deduction: Increased to 
$3,000 for single taxpayers, $5,000 for 
married couples, and $4,400 for single 
heads of household. Effective January 
1, 1988. Adjusted for inflation. 

Income averaging: Repealed. 
State and local taxes: Repealed. 
Consumer credit card and car loan 

interest: Repealed. Phased-in over a 5-
year time period. 

Capital gains: Repealed. 
Home mortgage interest: Fully de­

ductible. 
Medical costs: Deductible if they 

exceed 7.5 percent of adjusted gross 
income. 

Charitable contributions: Deductible 
only for itemizers. 

Unemployment: Benefits taxable 
only if they and other income exceed 
$12,000. 

Individual retirement accounts: Tax­
payers not under a pension plan can 
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deduct up to $2,000. Both husband and 
wife ineligible if either is covered by a 
pension plan. Married couples under 
an adjusted gross income of $40,000 or 
$25,000 for a single person, can get up 
to full $2,000 deduction even if covered 
by a pension plan. Partial deductions 
allowed in certain circumstances. 

Minimum tax: Individual minimum 
rate is 21 percent. 

Investment tax credit: Repealed as 
of January 1, 1986. 

Corporate tax rates: Reduced to 34 
from 46 percent. 

To present a few observations re­
garding this legislation: 

It is tax reform, not necessarily "tax 
relief." Overall, the tax break benefits 
are modest. For most, $2.50 to $8 a 
week in 1988. Overall the average indi­
vidual income tax cut is 6 percent over 
a 5-year period. 

"Revenue neutral" over a 5-year 
period. 

It will create a positive long-term re­
structuring of the economy. Short­
term adjustments by taxpayers will be 
needed. 

A major first step toward addressing 
widespread inequity in the tax system. 
It doesn't eliminate it-in fact, it may 
have even caused some. 

We need greater Tax Code stability. 
People need to know not only what 
the rules are but also feel confident 
that they will not be changed against 
them. Therefore, I urge in the future; 
prospective changes in tax reform. 

Touches all aspects of our economy. 
Its early results may produce unfore­
seen and unintended effects. More tax 
law adjustments may be needed next 
year. 

Concerning the bill's influence on 
the economy: 

Disagreements exist among the ex­
perts but there is good reason to be­
lieve that the short-term economic ef­
fects of the tax plan could be modestly 
negative; the long-term effects should 
be generally positive. 

It will not significantly affect inter­
est rates, inflation, and economic 
growth. 

It should stimulate the bond market 
and stock trading, but not the stock 
market. 

Initial huge decreases in construc­
tion and business investment are ex­
pected. 

Slight consumer spending increases 
may occur. 

The following are my primary con­
cerns: 

Various retroactive features which 
penalize those investors who have 
made long-term commitments in reli­
ance with current law. 

We will not have a full IRA deduc­
tion program which encourages those 
to save for their retirement and gener­
ates new capital for investment in this 
country. Will those who qualify for 
IRA deductions be able to afford it? 

Certain sectors of the economy may 
experience undue hardship, especially 
in real estate, education, and certain 
charitable organizations. 

It may create short-term cash-flow 
problems for small businesses. 

Not enough benefits were given to 
middle-income taxpayers and too 
much to the rich. 

That a financial package such as 
this, where so much time, energy, and 
attention has been given, does not ad­
dress the real economic concerns of 
this country-greater productivity, the 
trade imbalance, the national debt, 
new equity investment capital, and the 
deficit. Basically, I'd like to see a fi­
nancial package that significantly 
stimulates the economy. 

The general ambivalence and silence 
that is shared by the American public. 
The perception of the public needs to 
be more positive. 

Mr. President, this is a positive first 
step down a long hard road to tax 
reform. It is the beginning, not the 
end, of tax reform. 

For most taxpayers, the tax rate 
cuts and increased exemptions will 
more than offset the loss of deduc­
tions. 

Creates greater uniformity of tax 
burdens among businesses and among 
sectors of the economy. 

Virtually eliminates tax shelters, 
closes dozens of loopholes, slashes tax 
rates, and removes 6 million from tax 
rolls. 

Tax burden on the working poor re­
duced; the rich will find taxes harder 
to dodge; and people with like incomes 
will generally pay like taxes. 

Raises corporate income taxes in the 
aggregate by $120.4 billion to pay for 
cuts in individual income taxes of like 
amount. 

Creates new minimum tax provisions 
that eliminate or restrict the use of 
tax breaks that companies have been 
able to use to reduce their tax liabil­
ity. 

Mr. PACKWOOD. Mr. President, I 
suggest the absence of a quorum and 
ask unanimous consent that the time 
not be charged to either side. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

The clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. METZENBAUM. Mr. President, 

I ask unanimous consent that the 
order for the quorum call be rescind­
ed. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

Mr. METZENBAUM. Mr. President, 
I would like to address myself for 1 
minute to the manager of the bill. 

I have a number of other questions. 
I made those questions available to his 
staff. I will advise his staff that I am 
prepared to explore each of the sub­
jects with the manager even if we 

cannot do them all seriatim at the 
same time. 

As soon as the manager is ready to 
proceed with respect to any one or all 
of the questions, I am prepared to 
move forward. 

Mr. President, I just wanted to 
present that statement. I do not want 
to keep asking, but I would hope that 
we can at least take up one and then 
10 minutes later come back and take 
up another one. 

Mr. PACKWOOD. Mr. President, it 
would have been helpful if we had had 
this list much earlier, 3 or 4 hours ear­
lier. I have one person in charge of 
transition rules and she is out talking 
with the aide of another Senator at 
this time. She is the one I would rely 
upon. 

Yes, we can take one and then take 
15 minutes off while we look at an­
other one. How many did the Senator 
give us? 

Mr. METZENBAUM. About 8 or 9. 
Mr. PACKWOOD. At the moment 

my aide is not here. When she returns, 
we will see how far she has gone. 

Mr. METZENBAUM. We are trying 
to deal with 400 of them in a day and 
a half. It is not easy, but I think the 
information is available somewhere. I 
would hope we would not waste this 
time. I am prepared to proceed. 

Mr. LEAHY addressed the Chair. 
The PRESIDING OFFICER (Mr. 

CHAFEE). The Senator from Vermont. 
Mr. LEAHY. Mr. President, I under­

stand there was a procedure worked 
out last night concerning the reserva­
tion of time. Is that correct? 

The PRESIDING OFFICER. The 
Senator is correct. 

0 1310 
Mr. LEAHY. Mr. President, I yield 

myself 10 minutes. 
The PRESIDING OFFICER. Off 

whose time? 
Mr. LEAHY. Off the time of the 

Senator from Louisiana. 
Mr. LONG. Mr. President, I yield 

the Senator 10 minutes. 
The PRESIDING OFFICER. The 

Senator is recognized for 10 minutes. 
Mr. LEAHY. I thank the Senator 

from Louisiana and thank the Chair. 
Mr. President, I shall support this 

tax bill. I am reminded that last year, 
the equivalent of one-fifth of all the 
taxes paid by hardworking Ver­
monters was used to write a check for 
a $104-million tax refund, a tax refund 
to a defense contractor who earned 
$1.6 billion in profits. That company 
earned $1.6 billion in profit, paid no 
taxes at all, and still was able to get 
over $100 million in a refund. 

I think that is the kind of injustice 
that prompted Congress to act. I con­
gratulate the President for pushing 
for tax reform. There are a number of 
provisions of this bill, which are bene­
ficial, which are endorsed by both Re-
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publicans and Democrats in this body. 
That spirit of bipartisanship should 
make all of us proud to vote for this 
bill. 

The bill in a way is a good news/bad 
news bill. It is good news for the 
middle class, bad news for the special 
interests. It is a tax break for the 
middle class; it closes loopholes long 
needed closing for the special inter­
ests. 

The major benefit of the tax reform 
bill is that it is going to cut taxes for 
the average Vermont family by $700. 
It will put an end to the policy of 
taxing Americans into poverty. No 
longer will Americans below the pover­
ty line be taxed. By taking the tax off 
our poorer citizens, we will make work 
more attractive than welfare. This 
achievement is the result of our work 
with the other body and with Presi­
dent Reagan in the best sense of bipar­
tisan cooperation. 

One of the most significant reforms 
in the tax bill is the doubling of the 
personal exemption. The personal and 
dependents exemption was added to 
the Tax Code in 1948 to help families 
keep up with the cost of living. Since 
that time, the value of the exemption 
has fallen behind the costs of raising a 
family by 80 percent. It is time that 
this was corrected. 

The tax reform bill will make our 
tax laws more fair for senior citizens. 
Under this bill, an elderly couple will 
be able to keep more of what they 
make before paying taxes on income. 

All of these reforms are financed by 
slamming the door on tax shelters and 
by enacting a tough minimum tax to 
ensure that large, profitable corpora­
tions pay their fair share of taxes. 
Gone will be the days of the tax 
refund for billion-dollar corporations. 

The final tax reform legislation also 
maintains the deduction for State and 
local income and property taxes. Earli­
er this year, the State and local deduc­
tion was in jeopardy. I organized a ma­
jority of Senate Democrats to oppose 
any limit on the State and local deduc­
tion-a deduction which was first 
added to the Tax Code 120 years ago 
by Justin Morrill of Vermont. The 
State and local deduction saves the av­
erage Vermonter more than $600. 

In the future, the tax reform bill 
will also help farmers. The tough anti­
tax shelter provisions will ensure that 
those who farm the land are doing so 
for legitimate economic and agricul­
tural purposes and not only to gain 
tax advantages. The bill promotes 
dairy farming and discourages tax 
shelter farming. 

This tax reform bill is not perfect. 
Nobody on the floor of the Senate 
could claim that it is perfect. There is 
probably no way on God's green Earth 
that the Senate, the House, and the 
White House could concur on a perfect 
tax bill or that we could ever find any 

three people in the country to concur 
on what is a perfect tax reform bill. 

During Senate debate on the tax 
reform bill, I voted to maintain the 
full deduction for contributions to in­
dividual retirement accounts [IRA's]. 
The Senate rejected that amendment 
and instead decided to permit IRA de­
ductions only for those without other 
pension arrangements. The tax reform 
conference agreement is an improve­
ment, but does not go quite as far as I 
would like. 

Mr. President, all of us are con­
cerned about the effects of this radical 
legislation on the Nation's economy. It 
may be that tax changes made in the 
name of fairness and true tax reform 
will cause a drag. This is one Senator 
who is willing to say that Congress is 
not omniscient. If economic problems 
arise, I hope pride of authorship will 
not prevent Congress from acting 
quickly to prevent them. 

As I have stated before, Mr. Presi­
dent, I am concerned about some of 
the retroactive aspects of the tax bill. 
Nevertheless, I urge the Senate to 
adopt this important measure. It is a 
giant step toward true tax reform. 

SUBSTANTIAL EQUIVALENCE AT 
THE UNITED NATIONS 

Mr. LEAHY. Mr. President, on 
Wednesday, the Senate adopted as sec­
tion 602 of the Intelligence Authoriza­
tion Act a measure offered as S. 1773 
by the distinguished Senator from 
Maine [Mr. CoHEN] and me in October 
1985. That measure now goes to con­
ference with the House Intelligence 
Committee. And I am reasonably con­
fident it will emerge intact. 

This provision establishes a national 
policy of numerical equivalence in the 
sizes of the United States and Soviet 
missions to the United Nations in New 
York. It provides a statutory founda­
tion for actions directed by the Presi­
dent earlier this year to cut some 105 
members from the Soviet delegation, 
and his order expelling 25 Soviet U.N. 
officials is consistent with the spirit 
and intent of this second Leahy-Cohen 
legislation aimed at reducing the 
Soviet intelligence presence in the 
United States. 

It is because of that, Mr. President, 
and the reason I address myself to it, 
that I have been somewhat disturbed 
to read in the press that the Soviets 
have been pressing for a rescinding of 
the expulsion of the 25 Soviets, or for 
revising the names on the expulsion 
list, as part of a deal for freeing Nicho­
las Daniloff. Obviously, the adminis­
tration would never agree to such a 
quid pro quo. Those 25 Soviets are 
known intelligence operatives, and 
Nicholas Daniloff is an innocent 
American journalist who was framed 
by the KGB. 

In any event, Mr. President, I want 
to stress here on the floor of the 

Senate today that passage of the New 
Leahy-Cohen legislation-and its ulti­
mate enactment by Congress and sig­
nature by the President-adds a new 
factor into the equation. Even when 
Nick Daniloff is free, which I hope for 
him and his family will be very soon, 
the policy of equivalence in the sizes 
of the two U.N. missions will remain 
on the books and will have to be im­
plemented no matter what deals are 
worked out to get Mr. Daniloff back. 

One fact is going to remain: Because 
of the legislation we have passed, 
there must be equivalence in those 
numbers. That means no matter what 
else, the Soviets are going to have to 
take an awful lot of their people back 
home. 

So those 25 Soviet spies hidden in 
their U.N. delegation have to go, and 
they have to be followed by at least 
another 40 or 50 more to reach "sub­
stantial equivalence," as required by 
Leahy-Cohen when it is finally signed 
into law by the President. 

Mr. President, this is not a case 
where somebody can say, "You have 
given us back Nicholas Daniloff, now 
you can send back those 25." It does 
not work that way. Those 25 have to 
go and worse news is coming: 40 or 50 
more are going to have to go, no 
matter what arrangements are worked 
out in New York this weekend. 

We have had problems with the 
State Department's attitude in imple­
menting the first piece of Leahy­
Cohen legislation, the law enacted last 
year requiring equivalence in the sizes 
of the United States and Soviet diplo­
matic and consular presences in each 
nation. The aim of that law is that 
over time State will . reduce the 
number of Soviets with diplomatic im­
munity in this country, while increas­
ing somewhat the number of Ameri­
cans with diplomatic immunity in the 
Soviet Union. The end result should 
be rough equivalence. 

State has chosen instead to try only 
to increase Americans and avoid any 
cutbacks of Soviet diplomats even 
though the FBI has stated publicly 
that a third or more of these diplo­
mats are KGB agents. That is not the 
intent of the law, and this Senator 
wants to make clear right now his firm 
intention to return to the issue of im­
plementation of Leahy-Cohen I next 
year as a priority item of business. 

This is going to be implemented. It is 
on the books. It is not a matter of ne­
gotiations; it is not a matter of who 
saves face. It is the law and this Sena­
tor intends to make sure the law is 
upheld. 

Mr. President, I ask unanimous con­
sent to include in the REcoRD at the 
end of my remarks a letter Senator 
CoHEN and I sent Secretary of State 
Shultz about how accelerated imple­
mentation of the Leahy-Cohen diplo­
matic equivalence amendment might 
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be used as leverage in freeing Nicholas 
Daniloff. 

Let me conclude by reaffirming that 
the final enactment of the second 
Leahy-Cohen law aimed at equivalence 
in the United States and Soviet U.N. 
missions puts these most recent reduc­
tions in a whole new light. There must 
be no confusion that we can back away 
from cutting the Soviet U.N. delega­
tion down to rough equivalence or 
that the Daniloff issue can be used to 
back the United States away from 
strong action to get Soviet spying from 
the U.N. and its Embassy under con­
trol. 

There being no objection, the letter 
was orderd to be printed in the 
RECORD, as follows: 

u.s. SENATE, 
SELECT COMMITTEE ON INTELLIGENCE, 

Washington, DC, September 9, 1986. 
Hon. GEORGE SHULTZ, 
Secretary of State, 
Department of State, 
Washington, DC. 

DEAR MR. SECRETARY: We want first to em­
phasize our strong support for your effort 
to secure the immediate release of Nicholas 
Daniloff from Soviet custody. His arrest on 
trumped up charges of spying is an outrage 
and must be urgently resolved before it irre­
trievably damages U.S.-Soviet relations and 
disrupts the arms control talks now under­
way. If it continues to escalate, the Daniloff 
matter could jeopardize the chances for a 
Summit which could lead to a breakthrough 
toward a new arms reductions agreement. 

As you know, last year Congress enacted 
and the President signed into law an amend­
ment requiring the implementation of nu­
merical equivalance between the sizes of the 
U.S. and Soviet diplomatic and consular 
presences in each other's country. We be­
lieve this requirement could be used to exert 
pressure on the Soviet Union to secure the 
release of Mr. Daniloff, and we urge your se­
rious consideration of this approach. 

At present, the Executive branch plans to 
implement the numerical equivalence re­
quirement over an extended period of time, 
three years or more. We suggest you consid­
er informing Soviet authorities that the im­
plementation will commence immediately, 
and the pace and manner of implementa­
tion, including the proportion between re­
ductions in Soviet diplomats here and in­
creases of American diplomats in the Soviet 
Union, will be directly affected by Soviet ac­
tions regarding Mr. Daniloff. In other 
words, how quickly we reach equivalence 
and how many Soviet diplomats will be re­
duced will now be determined by how quick­
ly the Soviet Union frees Mr. Daniloff. 

Mr. Secretary, as after the KAL 007 trage­
dy, there will be strong demands in Con­
gress for immediate, and perhaps extreme, 
measures against the Soviet Union. Such de­
mands may even include disruption of the 
current talks in preparation for a Summit 
and for a new strategic arms reductions 
agreement. The suggestion we offer, if acted 
upon immediately, could defuse such pres­
sures and prevent more serious damage to 
U.S.-Soviet relations, while increasing pres­
sure on the Soviet Union to release Mr. 
Daniloff. 

Be assured, Mr. Secretary, that we stand 
ready to do anything we can to be of assist­
ance. 

Sincerely, 
WILLIAMS. COHEN, 
PATRICK LEAHY. 

Mr. COHEN. Mr. President, recently 
a high ranking Soviet Foreign Minis­
try official had the audacity to equate 
the Soviets' hostage taking of United 
States reporter Nicholas Daniloff with 
our Nation's legitimate effort to 
reduce the nest of spies residing in the 
Soviet mission to the United Nations. 
We must not and cannot tolerate this 
exercise in the Orwellian Computation 
of 2+2=5. 

Specifically, Gennadi Gerasimov, 
spokesman for Soviet Foreign Minister 
Eduard Shevardnadze, told reporters, 
"In your eyes, Daniloff is the obstacle; 
in our eyes, this order-to expel 25 
members of the Soviet U.N. mission­
is the obstacle." He further threat­
ened that if the President does not re­
scind his order that these 25 be ex­
pelled, "we are sure we are going to 
have some retaliation." 

Having had one of our citizens fall 
victim to the Soviets' state-sponsored 
thuggery, we must not allow our 
Nation to be held hostage to the extor­
tion tactics and threats of the Soviets 
as we undertake policies necessary to 
protect our national security. 

The President's announcement of 
the expulsion order for the 25 so­
called U.N. mission officials is a wel­
come and important first step in the 
effort to reduce the Soviet espionage 
threat in the United States. It is fully 
consistent with the legislation passed 
by the Senate Intelligence Committee 
last May and approved by the Senate 
just this week to reduce the size of the 
Soviet mission to the U.N. 

That legislation, which Senator 
LEAHY and I sponsored and which has 
more than a quarter of the Senate as 
cosponsors, calls for essential equiva­
lence in the sizes of the United States 
and Soviet U.N. missions. At present, 
the Soviets have well over 200 officials 
at their mission, more than double the 
size of the next two largest missions, 
those of the United States and the 
People's Republic of China. 

The Soviets somehow claim to be 
outraged by the President's order that 
they reduce their mission's size to 218 
by Wednesday of next week and to 170 
by April 1988. Even when those ac­
tions are taken-even when their num­
bers are reduced to 170 2 years from 
now-they will still have fully a third 
more people in their mission than does 
the United States or the People's Re­
public of China, and far more than 
many other countries with extensive 
activities at the U.N. 

I was told by a Soviet U.N. official 
earlier this year that the Soviets need 
all these people because of the many 
so-called peaceful initiatives they 
sponsor at the U.N. In fact, their ac­
tivities are far less altruistic. 

The FBI has estimated that, as with 
other Soviet organizations in the 
United States more than one-third of 
Soviet personnel at the U.N. mission 

are professional intelligence officers. 
As the Senate Select Committee on In­
telligence, in its report on the Leahy­
Cohen provision of the Fiscal Year 
1987 Intelligence Authorization Act, 
stated: 

The chief damage of this large intelli­
gence component is espionage and other 
clandestine collection by the Soviets of de­
fense, science and technology, and national 
security information within the United 
States. Their large presence at the United 
Nations also provides the Soviets a great op­
portunity to attempt to recruit foreign offi­
cials at the United Nations as their agents. 

Soviet defector Stanislav Levchenko, 
in an October 1, 1985, Washington 
Times article, clearly outlined the im­
portance of the Leahy-Cohen legisla­
tion and of the action taken by the 
President which so offends the Sovi­
ets: 

The most practical means of disrupting 
KGB operations in America is to require 
parity in the number of Soviet diplomats in 
the United States and America diplomats in 
the Soviet Union, and to limit drastically 
the size and operations of the huge Soviet 
mission to the U.N. If such steps lead to a 
reduction of 100 or more Soviet offiicals, 
KGB activities in the United States would 
be seriously damaged. The KGB would lose 
many officers who otherwise would be han­
dling active cases. But Moscow still would 
need to maintain contact with various of­
fices of the U.S. Government. So more of 
the remaining officials would be occupied 
with legitimate diplomatic activities, rather 
than with espionage. 

Both the diplomatic equivalence leg­
islation the Senate passed last year 
and the U.N. mission equivalence legis­
lation we approved this week, coupled 
with President Reagan's order that 
the Soviet U.N. mission be reduced in 
size, follow precisely the prescription 
laid out by Mr. Levchenko. They will 
have a salutary effect on the ability of 
the FBI to deal with the espionage 
threat represented by Soviet and East­
ern bloc officials in this country. 

What this entire situation demon­
strates is the gravity of problems we 
face in our counterintelligence efforts. 
The Zakharov episode showed that 
each time we arrest a Soviet spy, an in­
nocent American will pay the price. 
The most recent efforts of the Soviets 
to tie the Daniloff kidnaping to our le­
gitimate efforts to reduce the Soviet 
espionage threat the U.N. reflects an 
even more pernicious and callous atti­
tude on the part of the Soviets. 

In the Daniloff case, the Soviets 
have scored a presummit public rela­
tions double whammy. They resolved a 
crisis of their own creation because of 
the humanitarian concerns, and they 
maneuvered the United States into ap­
pearing to treat the two cases-Dani­
loff and Zakharov-in the same way. 
Now they are going the further step of 
trying to tie the Daniloff case to im­
portant efforts which had been going 
on long before these most recent epi-
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sodes to reduce a long-recognized espi­
onage threat. 

If the Soviet are allowed to get away 
with this brazen behavior, we can only 
expect further acts against our citi­
zens and raise expectations that we 
will again bow to whatever demands 
they might choose to put forward. 

The Soviets know that we place 
great value on even a single human 
life, and they know that we tend to 
have short memories. Our howls of 
outrage after, for example, the down­
ing of KAL Flight 007 and the murder 
of Army Maj. Arthur Nicholson in 
East Germany in 1985 subsided quick­
ly, yielding to business as usual. By 
permitting the Soviets to stonewall 
these acts of international barbarism, 
we contribute to the perception that 
the United States is too often unwill­
ing to follow up our words with deeds. 
it is easy to see why the Soviets are 
finding our stern words about "next 
time • • ... to be empty indeed. 

I recall a telling statement made 
about Soviet leader Gorbachev by one 
of his associates, who said, "He has a 
nice smile, but he has teeth of iron." 
Those teeth of iron turned into prison 
bars for Nicholas Daniloff, and they 
are removed only when the Soviets 
were able to piously insist that hu­
manitarian concerns prompted them 
to release him from the KGB's custo­
dy. 

This is rubbish, and it should be 
plainly noted as such. The Soviets 
have demonstrated themselves once 
again to be cynical, shrewd manipula­
tors of power politics and public opin­
ion. We now face a very tough task of 
refuting the perception that we have 
capitulated to their craven conduct. 
Rescinding the expulsion order for the 
25 Soviet U.N. mission personnel is one 
thing the President must not do if he 
is to demonstrate clearly to the Sovi­
ets that we will not tolerate either the 
espionage techniques or their bullying 
tactics. 

Mr. LEAHY. Mr. President, how 
much time remains to the Senator 
from Vermont? 

The PRESIDING OFFICER. The 
time remaining is 1 minute and 15 sec­
onds. 

Mr. LEAHY. I reserve the remainder 
of my time and yield the floor. 

Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. On 
whose time? 

Mr. LEAHY. On the time of the Sen­
ator from Louisiana. 

Mr. LONG. Mr. President, I yield 6 
minutes to the Senator from Montana 
[Mr. BAUCUS]. 

TAX REFORM ACT OF 1986-
CONFERENCE REPORT 

Mr. BAUCUS. Mr. President, mil­
lions of words have been spoken, and 

will be spoken, about this tax reform 
legislation. 

It is a massive, landmark bill. 
It will affect every business in Amer­

ica and every person in America. 
And it will affect different people 

different ways. 
Some are winners, some are losers. 
But after thinking about it long and 

hard, I am going to vote for the con­
ference report, for one simple reason. 

With all its flaws, it creates a better 
tax system than the one we have 
today. 

Any bill of this magnitude contains 
mistakes. I, for one, am particularly 
disappointed that the conference 
report deletes provisions important to 
agriculture and small business. 

But the only fair way to consider 
this bill is to compare the overall tax 
system it would create with the overall 
tax system we have now. 

THE GOALS OF REFORM 

Any tax reform proposal has three 
goals: simplicity·, fairness, and growth. 

So how does this bill measure up? 
The bill does achieve simplicity not 

for all but most Americans. 
It takes at least 6 million people off 

the tax rolls altogether. 
It cuts rates dramatically. Instead of 

11 rate brackets, we'll have 2. The top 
rate will fall from 50 percent to 28 per­
cent. 

The standard deduction and person­
al exemption are increased dramatical­
ly. 

As a result of these changes, the vast 
majority of all taxpayers will pay a 
flat rate of 15 percent. 

In addition, the low rates will reduce 
the incentive to cheat or shelter. 

The bill also eliminates some compli­
cated deductions and exemptions, so 
that the average taxpayer will have an 
easier time filling out his tax return. 

To be sure, the bill increases com­
plexity in certain areas, such as the 
treatment of passive losses. And the 
new system will take some getting 
used to. 

But on balance, I believe that the 
bill does simplify our tax system. 

Our second goal was fairness: 
The bill makes it more likely that 

people with the same income will pay 
the same tax. 

And it reduces Federal taxes for 
most low- and middle-income families. 

In Montana, the average taxpayer 
has an adjusted gross income of 
$17,000. A family of four earning that 
amount will get a 20-percent tax cut. 
Overall, Montanans' individual Feder­
al taxes will decline by about 10 per­
cent. 

In addition, the bill contains a tight 
mininum tax and other provisions that 
will finally assure that every profita­
ble corporation and wealthy individual 
pays its share of taxes. 

Unfortunately, the bill also contains 
several provisions that are manifestly 
unfair. 

For example, the repeal of income 
averaging. This is a gratutitous and 
unjustified slap at a group of people 
who have very volatile incomes-many 
of whom, like our farmers, are strug­
gling to survive. 

Another example is the new rules 
for Federal retirees. Whatever the 
merits of these rules, they should not 
be imposed retroactively. 

However, on balance, I believe that 
the bill does make our tax system 
more fair than current law. 

Our third goal was economic growth. 
Here, the results are mixed. 
The bill lowers taxes on individuals. 

That will put money in people's pock­
ets. Yes, more in some than in others. 
But in any case, the tax cut will stimu­
late more spending. 

And by eliminating many corporate 
preferences and lowering corporate 
rates, it will even out the corporate 
tax burden. To earn a profit, business­
es will have to concentrate on building 
better products rather than better tax 
shelters. 

In the long run, that should help 
make American companies more com­
petitive internationally. 

On the other hand, the bill increases 
the overall corporate tax burden. 
That, in turn, may increase the cost of 
capital. 

Economists who have analyzed the 
bill disagree about its ultimate eco­
nomic effect. 

Some argue that the repeal of tax 
incentives will discourage investment. 

However, others point out that the 
tax incentives we have provided in the 
past have not stimulated increased 
U.S. investment. Foreign competitors 
like Germany and Japan, which have 
higher corporate taxes than we do, 
also have higher rates of investment 
and productivity. 

If we are honest about it, we should 
admit that the bill's ultimate econom­
ic effect is uncertain. 

But uncertainty does not justify in­
action. 

We have to make decisions in life, 
many decisions. And we have to do the 
best we can with the information that 
we have. 

This won't be the last tax reform 
bill. As our country evolves, we will be 
adjusting the Tax Code again to keep 
pace. 

CONCLUSION 

Looking at the three goals we set out 
to achieve, this bill falls far short of 
perfection. 

It is a mixed bag. 
It is not black or white. 
It contains many shades of gray. 
Its proponents overstate its benefits. 
Its detractors overstate its liabilities. 
But, on balance, I believe that this 

legislation creates a better tax system 
than we have today. 

And it also does something more. 
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This tax reform bill, and the process 

by which it is being enacted, repre­
sents a triumph of the individual, av­
erage American over the larger special 
interests. 

For years, the Washington cynics 
have said that tax reform could never 
pass, because too many vested inter­
ests have a stake in the existing, loop­
hole-laden system. 

This bill proves the cynics wrong, As 
a result, it will restore public confi­
dence in our tax system and in our 
Government. 

Mr. President, a vote against the 
conference report is a vote for the cur­
rent, discredited system. 

A vote in favor of the conference 
report is a vote for reform, with all its 
risks and imperfections. 

I am reminded of what Franklin 
Roosevelt told an audience in Butte, 
MT, 52 years ago. "On one side is cyni­
cal and unsympathetic acceptance of 
things as they are. On the other side is 
our determination and faith in the 
possibility of change." 

I, for one, will vote for the possibili­
ty of change. 

TRIBUTE TO SENATOR LONG 

Mr. President, I applaud Chairman 
PACKWOOD, Senator BRADLEY, and the 
other Finance Committee members 
who have worked hard to achieve tax 
reform. 

But I pay special tribute to the 
senior Senator from Louisiana [Mr. 
LONG]. 

The last time we overhauled the Tax 
Code was 1954. Eisenhower was Presi­
dent, Joe DiMaggio was married to 
Marilyn Monroe, and RUSSELL LONG 
was serving his first term on the 
Senate Finance Committee. 

Every tax bill since then has had 
Senator LoNG's signature on it. 

And that has been all to the good. 
Through three decades, Senator 

LoNG has had one of the toughest jobs 
in the country: Raising revenue to sup­
port the necessary functions of our 
Government. 

He has discharged that responsibil­
ity with tact and with tenacity. 

Edmund Burke said that "An ability 
to preserve, and a disposition to im­
prove, taken together, would be my 
standard of a statesman." 

As much as any person who has ever 
served in this Chamber, RussELL LoNG 
meets that definition. 

His leadership will be sorely missed. 
Mr. ROCKEFELLER. Mr. President, 

I ask unanimous consent that the dis­
tinguished ranking manager of this 
bill would yield me 4 minutes and that 
Senator METZENBAUM would yield me 4 
minutes. 

The PRESIDING OFFICER. The 
Senator has 8 minutes. 

Mr. ROCKEFELLER. Mr. President, 
the conference report on the tax bill 
may represent the most thorough 
overhaul of the Tax Code to occur in 
our lifetime. Unlike previous efforts at 

tax reform, this one is truly sweeping 
in scope. It is hard to think of a tax­
payer or sector of our economy that 
will not be affected by it in some way. 

In my view, this extraordinarily 
complex piece of legislation is far from 
perfect. It contains some policy deci­
sions that I find regrettable; every 
Member of Congress undoubtedly op­
poses certain parts of it. Because of its 
magnitude, the legislation inevitably 
entails some risk. There is really no 
way for us to be certain of the bill's ef­
fects on the economy; without ques­
tion, we will learn of problems that 
were not foreseen. I am concerned, as 
many are, by the possibility that the 
dislocations related to this bill will 
compound the troubles of an already­
weak economy. 

Overall, however, I believe that the 
bill's strengths clearly outweigh its 
shortcomings, and that the benefits­
those that are certain and those that 
are probable-make the risks worth 
taking. I am persuaded that if particu­
lar changes are too abrupt, or have un­
intended effects, we can-and must­
make adjustments in subsequent legis­
lation. But we may never have another 
opportunity to achieve the genuine re­
forms in this measure if we do not act 
now. 

We should not forget what has pro­
pelled this tax reform effort forward. 
Our current tax system is the object of 
well-justified public anger and cyni­
cism. We do not have a system that 
treats people equitably; we do not 
have a system that requires the 
wealthy to pay a fair share. Over the 
years, the proliferation of special 
breaks has produced a code of outland­
ish complexity-and left the system 
wide open to manipulation. A massive 
industry of accountants and attorneys 
has grown up for this very reason: ex­
ploiting the Tax Code for the advan­
tage of their clients. Far from making 
the wealthy to pay a fair share, the 
present system allows people with six­
figure incomes to pay little or no tax­
often proportionately less than fami­
lies living close to the poverty line. 

The principal purpose of this legisla­
tion is to improve equity-to remove 
numerous special breaks and privileges 
that cause the tax burdens of people 
with similar incomes and family cir­
cumstances to differ so greatly. Per­
ceptions that the tax laws aren't fair 
have done much to destroy public con­
fidence in the system-and are under­
mining the voluntary compliance on 
which that system depends. 

There is a second major failing of 
the current system, and a second 
major reason for this legislation. 
Many of the provisions of the current 
Tax Code had well-intentioned social 
or economic purposes. But some of 
these tax expenditures have not neces­
sarily benefited the economy, nor jus­
tified their cost in lost revenues. 

The Code's erratic impact cannot be 
defended. Why should one major cor­
poration face a tax rate of over 40 per­
cent, while another profitable corpora­
tion collects refunds from the Govern­
ment each year? We all know that too 
many investment decisions are being 
made because of tax consequences, not 
economic merit; we have all seen the 
half -empty office buildings that dot 
every major city, a testimonial to the 
misguided incentives of the 1981 tax 
bill. 

Plainly, it will not be easy to reverse 
course and extricate the Tax Code 
from investment decisions, and I am 
not suggesting that this bill does a 
complete job of it. Nor will it be easy 
to move from one system to another; 
some dislocation is unavoidable. But I 
am convinced that the change of phi­
losophy is necessary, that the legisla­
tion moves a long way in the right di­
rection, and that the long-term impact 
of making the change will be positive 
for the economy. 

Put simply, this legislation aims to 
treat taxpayers with similar incomes 
and similar family circumstances, 
alike. Until now, this goal has eluded 
the Congress, because of the great dif­
ficulty of curtailing numerous tax pro­
visions which have benefited people­
and corporations-over the years. 

In my view, the most important pro­
visions in the bill involve the restric­
tions on tax shelters and the repeal of 
the capital gains differential. Togeth­
er, these changes substantially limit 
the ability of wealthy individuals to 
avoid paying taxes. Under the current 
system, tremendous energy is devoted 
to sheltering income or converting it 
into forms which receive tax advan­
tages, like capital gains. Largely for 
these reasons, the graduated rate 
structure we have now is now progres­
sive-despite 15 tax brackets and a top 
marginal rate of 50 percent. 

It is fair to ask if the new rate struc­
ture is progressive enough. Under the 
bill, the top rate for the richest tax­
payers is 28 percent, while the margin­
al tax rate in the income range just 
below them is 33 percent. I would 
prefer a system of three explicit rates, 
with the top marginal rate applied to 
those in the highest income brackets, 
and I voted for the Mitchell amend­
ment when the Senate considered it. 

I recognize that the low top rate is 
part of the complex bargain that made 
this tax reform legislation possible. If 
the top rate were higher, it would 
have been extremely difficult to elimi­
nate the differential treatment of cap­
ital gains. Nevertheless, I still hope 
Congress will revisit this issue in the 
future. A great strength of this legisla­
tion is that it greatly reduces opportu­
nities for wealthy people to avoid 
paying taxes. A great weakness of the 
legislation, however, is that it offers 
yet another tax cut to the wealthiest 



26626 CONGRESSIONAL RECORD-SENATE September 27, 1986 
Americans who have been paying 
taxes-those who have had their tax 
burden cut by enormous amounts 
during the Reagan years. Extending 
the top rate of 33 percent to the very 
highest income groups would produce 
a fairer Tax Code; it would also 
produce an additional $10 billion an­
nually of badly needed revenue. 

I think the majority of West Virgin­
ia taxpayers will come out ahead 
under the bill. Working and moderate­
income people should benefit, especial­
ly if they haven't been itemizing de­
ductions. Taxpayers who itemize are 
also likely to gain if their deductions 
are their mortgages and State and 
local income and property taxes. The 
bill should make a major difference to 
low-income families living at the pov­
erty level, whose taxes have risen con­
siderably in recent years. In addition 
to removing 6 million poverty-level 
families from the income tax rolls, the 
bill provides significant tax cuts to 5 
million "working poor" families­
enough to offset much of their payroll 
tax burden. 

The antipoverty features of this bill 
should not be underrated. The eco­
nomic policies of the Reagan adminis­
tration have taken an exceptionally 
heavy toll on the poor. While the 1981 
tax act gave huge tax cuts to wealthy 
people and corporations, families on 
the edge of poverty faced higher 
income and payroll taxes, along with 
substantial cuts in a variety of govern­
ment benefits. Robert Greenstein of 
the Washington-based Center on 
Budget and Policy Priorities called the 
tax bill "more beneficial for low­
income working families than any 
piece of legislation we have seen-or 
are likely to see again-for a number 
of years." 

Altogether, roughly 80 percent of all 
taxpayers are expected to be in the 15 
percent tax bracket under the new 
system, which should go to their ad­
vantage. In West Virginia, this per­
centage may be somewhat higher. 

In general, the conference agree­
ment-like the Senate version of the 
bill-makes more radical changes in 
the individual tax structure than it 
does on the business side. Overall, 
however, corporate taxes will be 
higher than under existing law. Some 
of this comes from a tougher corpo­
rate minimum tax, intended to end the 
spectacle of profitable companies 
paying nothing or receiving tax re­
funds. 

There's considerable disagreement 
over what the business tax changes 
could mean for the economy-particu­
larly about whether the bill will de­
press business investment. The confer­
ence agreement repeals the invest­
ment tax credit and lengthens some 
depreciation schedules, particularly 
for real estate investment. Some ex­
perts argue that the higher corporate 
taxes will have a sufficiently negative 

effect-at least in the short-term-to 
worsen the economy's doldrums. 

I do not discount these concerns; my 
State has never fully recovered from 
the 1981-82 recession, and anything 
that adversely affects the current 
fragile economy is extremely worri­
some. But there is general disagree­
ment about just what the short-term 
impact of the tax reform bill will be. It 
will also be difficult to isolate the 
effect of tax changes on the economy: 
overall fiscal and monetary policy, the 
value of the dollar, and economic con­
ditions in other countries will all have 
substantial influence on the perform­
ance of our economy in the next few 
years. 

I have spoken repeatedly about the 
declining competitiveness of many 
U.S. industries; I believe that the chal­
lenge of restoring our economic com­
petitiveness is the most crucial prob­
lem facing our country. But I do not 
see how defeating this tax reform 
package will improve our competitive­
ness. Without question, the present 
tax system channels investment into 
some unproductive areas: half-empty 
office buildings and shopping malls 
and other projects that would not be 
undertaken in the absence of tax 
breaks. The 1981 tax cut, which gave 
enormous new breaks to business and 
spurred the growth of real estate shel­
ters, is partly to blame for this situa­
tion. And for all of its emphasis on in­
vestment incentives, the 1981 act was 
primarily a huge raid on revenues­
which did not prevent investment 
from sagging or industrial competitive­
ness from slipping. Over time, I be­
lieve, the tax changes should lead to a 
more productive economy-by halting 
the drain of resources into invest­
ments which really do not contribute 
to the Nation's wealth. 

The bill could also, over the longer 
term, prompt industry to expand oper­
ations here in this country instead of 
overseas. A variety of technical 
changes reduce the ability of multina­
tionals to get tax advantages by shift­
ing income and expenses among for­
eign subsidiaries. The lower corporate 
tax rates also reduce the attractive­
ness of the tax credits multinationals 
now get for taxes paid to foreign gov­
ernments. As badly as we need the 
jobs, we should welcome tax changes 
which encourage companies to keep 
plants here at home. 

It is also possible that the tax bill 
will have a favorable effect on interest 
rates. The combination of lower tax 
rates and limitations on the deductibil­
ity of nonmortgage interest should 
make borrowing less attractive to con­
sumers and businesses-and push in­
terest rates down. If this happens, the 
benefits of lower interest rates should 
make up, at least in part, for the loss 
of the investment tax credit and re­
sulting increases in the cost of capital. 

The bill is designed to reduce wide 
variations in the effective tax rates 
corporations now pay. A survey of 30 
large companies in last month's Wall 
Street· Journal showed enormous dif­
ferences, ranging from rates of close to 
40 percent to less than zero. The provi­
sions for a 20-percent corporate mini­
mum tax should do much to "level the 
playing field" by making the tax rates 
on profitable companies more uni­
form. 

But the short-term effects of the bill 
may be painful for some industries. 
Some provisions take effect abruptly­
even retroactively, which I consider re­
grettable. The investment tax credit, 
for example, is repealed as of January 
1, 1986, because the revenue gains 
from doing so are very large. At least, 
in this case, businesses saw it coming, 
as every tax reform proposal since the 
first Treasury plan included repeal of 
the lTC. Because of this, it is possible 
that the main negative effects have al­
ready been felt: Business investment 
surged briefly at the end of last year, 
in anticipation of the tax change, and 
has fallen off in 1986. 

Because revenue considerations 
tended to determine how particular 
provisions were phased-in or out, tran­
sitions to the new system were not 
always smooth. I would have preferred 
to see more gradual phase-ins-and 
more of an effort to lessen the possi­
bility of dislocation, as the path to en­
during reform. 

Parts of the bill-including some of 
the transition rules-respond to specif­
ic problems of certain West Virginia 
industries. A Senate provision permit­
ting flood-damaged businesses to get 
the benefit of existing depreciation 
schedules on investments they make 
to rebuild their facilities survived in 
the conference agreement. There is 
also a very important provision that 
will reimburse steel companies for a 
portion of their unused investment tax 
credits. Another rule permits Weirton 
Steel to use an expiring tax credit for 
companies with employee stock owner­
ship plans [ESOP'sl for an extra year, 
through December 1987. And the con­
ference agreement preserved percent­
age depletion-which is vital to the 
coal industry, in at least partial recog­
nition of the distressed condition of 
natural resources industries. 

Preferably, major changes in tax 
policy should be introduced when the 
economy is healthy. With growth re­
cently down to an anemic pace of 0.6 
percent in the second quarter, condi­
tions clearly are not ideal at present. 
But I don't think we have the luxury 
of waiting for a better time to pass 
this bill. Alan Greenspan, former 
Chairman of the Council of Economic 
Advisers, recently counselled the Con­
gress that it's really "now or never." 
We're unlikely to get another chance 
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to move this far with tax reform if we 
let this opportunity slip by. 

Undeniably, there are serious prob­
lems with the state of our economy. 
Growth is sluggish; real interest rates 
remain very high. We're still facing a 
sequence of huge structural deficits in 
the Federal budget, and a trade deficit 
that could hit $200 billion this year. 
Productivity growth has been un­
impressive in recent years, and unem­
ployment is still quite high by histori­
cal standards. There is much we 
should do-quite apart from the tax 
bill-to address these problems and 
improve our overall economic perform­
ance. 

I am troubled by the very real possi­
bility that the tax bill, in practice, will 
end up losing revenue. Although the 
estimates from the Joint Tax Commit­
tee are well prepared, and attempt to 
account for various changes in taxpay­
er behavior in response to the bill, 
there are simply too many unknowns 
to have much confidence in their pre­
cision. And because there's more 
reason to think the revenue estimates 
are too high than too low, our prob­
lems with staggering Federal deficits 
could become even tougher. 

In closing, I do not think we have 
reached the end of the road with tax 
reform. The bill does a great deal to 
remove loopholes and make the 
system fairer. I recognize the value of 
letting the dust settle and giving tax­
payers some certainty that the rules 
will not change again for awhile. But 
if problems we could not anticipate 
arise, adjustments should be made. 

I think it is unfortunate that so 
often, the bill is described as a tax cut. 
People have been led to equate tax 
reform with tax relief-and to focus 
on how much the bill will lower their 
taxes. For most individuals, the combi­
nation of lower rates and increased 
standard deduction and personal ex­
emptions will more than offset the 
loss of particular deductions and cred­
its. For many, however, these benefits 
will be modest-perhaps several hun­
dred dollars a year. And some people 
will see their taxes go up. 

What the bill really does is broaden 
the tax base and shift the tax burden: 
from individuals to corporations; from 
taxpayers whose main income comes 
from earnings to those with prefer­
ence income. In the process, it reverses 
the policies of the 1981 tax cut-and 
greatly limits the long-standing prac­
tice of using the tax system to achieve 
specific social and economic goals. 
With these benefits in mind, I think 
the risks are worth taking, and I urge 
adoption of the conference report. 

0 1330 
Mr. PACKWOOD. Mr. President, I 

yield 3 minutes to the Senator from 
Georgia. 

Mr. MATTINGLY . Mr. President, 
we have had a long and intensive 

debate on the tax reform bill. We are 
now down to the final stage. I believe 
this bill is important for the future of 
our Nation. It represents a commit­
ment to fairness and equity. It pro­
vides an incentive for savings and in­
vestment. And it embodies a design for 
opportunity and growth. 

Unlike past changes in the Tax 
Code, this bill does more than shuffle 
the loopholes. The rates are simpli­
fied. This bill has just two rates-15 
and 28 percent. By reducing these 
rates, we will encourage hard work 
and good investment decisions based 
on economic realities. This will help 
create new jobs for Americans. And 
there will be only one rate for corpora­
tions-34 percent. This lowering of 
rates is the driving force behind the 
bill. 

Under this bill , 6 million of the 
working poor will be taken off the tax 
rolls. This is only right. In some cases, 
the tax burden they currently face is 
enough to force them to use food 
stamps in order to make ends meet. It 
is time we let those people keep their 
entire paycheck. These individuals 
should not have to face the discour­
agement and heavy burden of these 
Federal taxes. The bill seeks to help 
those who seek to help themselves. 

But it not only helps our poorest 
citizens. For the first time, there is a 
minimum tax so everyone will be 
paying a fair share of the tax burden. 
No longer will we read of multi-billion 
dollar corporations avoiding any tax 
payment whatsoever. And I think that 
is right. 

This bill is good for American fami­
lies. It increases the personal exemp­
tion and lowers the tax rate. This 
means most people will have more 
money to take care of their families. 
The bill also protects homeownership 
deductions. It gives the American 
family a break-a break I certainly be­
lieve they deserve. 

Mr. President, in a tax reform bill of 
this magnitude, there will be some 
provisions which will not please every­
one. In fact, there are some issues I 
would like to have seen treated differ­
ently. I have stated throughout the 
debate on the bill my support for indi­
vidual retirement accounts [!RAJ. I 
remain convinced they are good public 
policy and a strong incentive for sav­
ings. It was my desire to see current 
law retained in this area. The retroac­
tive application of many of the provi­
sions in the bill still concern me, also. 
As I stated on the Senate floor during 
the debate, I do not believe it is right 
to penalize taxpayers for investment 
decisions made in good faith. 

But overall, this is a very good bill. 
My friend and colleague, Senator 
BRADLEY, summed up this bill in a very 
eloquent speech he gave on this floor 
during the Senate debate. At that 
time, he said: 

Tax reform is not just about money. It is 
about hope: Hope for low-income people, 
striving to give their families the chance of 
a better life; hope for the elderly, struggling 
to get by on fixed incomes; hope for young 
couples priced out of the American dream of 
ownership; and hope for the worker whose 
future depends on a growing economy. 

Mr. President, once we complete our 
work on this bill , it is America's turn 
to live with it, and produce with it. 
But the overwhelming opinion of this 
country's taxpayers and the Nation's 
business sector is-Congress should 
quit changing the tax laws. They do 
not want to see the old way of doing 
things return. They do not want to see 
tax increases and new loopholes added 
in 1987-and neither do I. Congress 
should step back and let the private 
sector take over. They do the best job 
of running the free enterprise 
system-not the Government. Contin­
uous changes in the tax laws cause un­
certainty in the private sector. This is 
not what they need. They need stabili­
ty and reliability. 

In conclusion, the final measure of 
this bill can be addressed in just one 
question: " Is this tax reform bill 
better than the current Tax Code?" 

I believe the answer is yes. The cur­
rent Tax Code is sinking under its own 
weight. This bill will establish a much 
better Tax Code. 

Mr. President, this will be one of the 
most significant pieces of legislation 
we will ever vote on during our years 
in the U.S. Senate. I strongly support 
this bill and urge my colleagues to join 
me in this effort. 

D 1340 
Mr. PACKWOOD. Mr. President, I 

suggest the absence of a quorum and I 
ask unanimous consent that the time 
be charged to neither side. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

The clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. METZENBAUM. Mr. President, 

I ask unanimous consent that the 
order for the quorum call be rescind­
ed. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

Mr. METZENBAUM. Mr. President, 
as I indicated earlier, there are a 
number of these transition rules that 
were not in either bill and I am having 
difficulty understanding why they 
wound up in the 400 addons. I intend 
as the afternoon wears on to be able to 
inquire of the manager of the bill con­
cerning a number of them. He and I 
have an understanding. He is attempt­
ing to get the appropriate answers, 
and I understand that full well. 

However, one of them is a matter to 
which the minority side manager of 
the bill is prepared to respond and it 
has to do with Middle South Utilities. 
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Under the proposed bill any compa­

ny can get a credit against its mini­
mum tax up· to 25 percent of that 
amount by using its investment tax 
credits. But one company which, as I 
understand it, operates I think in Illi­
nois and Louisiana--

Mr. LONG. One company in Illinois 
benefits from the transition rule the 
distinguished Senator from Ohio has 
mentioned. In addition, Middle South 
Utilities is covered under that transi­
tion rule. Middle South serves custom­
ers in Louisiana, Arkansas, _and Missis­
sippi. 

Mr. METZENBAUM. Middle South 
is in Louisiana, Arkansas, and Missis­
sippi. I thank the Senator for the clar­
ification. I did not know. 

That utility has a carve, a special 
carve, out for it and it will be partially 
exempt from the new minimum tax 
rules to the tune of $20 million. 
Twenty million dollars in the world in 
which we live around here is not that 
much money. Or is it? Yes, maybe it is. 
With $20 million we could make room 
in the Head Start Program for 4,000 
underprivileged kids, 4,000 underprivi­
leged kids in the Head Start Program. 
Take your choice. Do you want to help 
Middle South Utilities get a special ex­
emption from the minimum tax provi­
sions that everyone else participates 
in, that the law is applicable to every­
one else, take care of this one compa­
ny that operates in three States, or 
take care of 4,000 underprivileged kids 
so they might be in the Head Start 
Program? 

Mr. President, I, myself, feel that 
4,000 underprivileged kids are-there 
is no comparison. There is no compari­
son. They are more important. 

I do not know more important but 
equally important is the question of 
why did we choose one company out of 
all the companies in the Nation to get 
this special carve out from the mini­
mum tax. 

I say to you, Mr. President. that 
once we set the ground rules, once we 
provide an exemption from the mini­
mum tax for one company, watch out, 
here we come, because everybody else 
will want an exemption and there are 
other matters that I expect to get into 
this afternoon which will prove that 
very point where there was an inten­
tion to provide special consideration 
for one company. By the time they got 
done they wound up with a substan­
tially larger number of companies and 
now I am told they want to make it ap­
plicable for all the companies. When 
you have an exemption around here 
for one, too often you take care for all. 

We do not do that. I might say, 
when we have Head Start Programs or 
WIC Programs. We only go so far 
where we have the money. No one 
really wants to take care of everybody 
that is entitled to it. 

But in this instance, Middle South is 
to get a special advantage. 

Mr. President, it is my understand­
ing that the distinguished Senator 
from Louisiana is about to respond as 
to the reason for this. 

I yield the floor. 
Mr. LONG. Mr. President, may I 

speak on the Senator's time? I do not 
have time. I farmed all my time out to 
other Senators. 

Mr. METZENBAUM. How much 
time-3 minutes. 

Mr. LONG. I might need 5 minutes 
to respond to the Senator. 

Mr. METZENBAUM. I yield 5 min­
utes. 

Mr. LONG. Mr. President, Middle 
South is an investor-owned utility 
company serving the States of Louisi­
ana, Arkansas, and Mississippi. Mr. 
President, I am informed that Middle 
South has more earned, but as yet, 
unused tax credits on its books than 
any other company in the entire 
United States. A major reason for this 
is Middle South was prevented from 
building cheaper natural gas plants by 
Federal energy policy which only left 
the option of building two expensive 
atomic generating plants which we did 
not want. The people from Arkansas 
are trying to get completely loose from 
this thing because it requires their 
consumers to pay higher utility rates 
than they would have to pay other­
wise. And we in Louisiana and Missis­
sippi will be stuck with higher utility 
rates because we are compelled to pay 
for these expensive nuclear generating 
by Federal energy policy. 

So we have all these tax credits. 
Every dollar of these tax credits which 
had been earned-! would like the 
Senator to hear this. 

Mr. METZENBAUM. I am sorry. 
Mr. LONG. Every dollar of these 

hundreds of millions of dollars of tax 
credits-that have been earned by 
Middle South will be used to reduce 
the rates the utility charges its cus­
tomers. Every dollar which the compa­
ny is permitted to claim under this 
provision will result in a dollar of sav­
ings for the ratepayers. So the $20 mil­
lion the Senator is talking about is 
just $20 million that the people of 
Louisiana served by Middle South will 
not have to pay. 

Now, please understand our consum­
ers are going to be paying for a great 
deal more to begin with. We will be 
paying hundreds of millions of dollars 
in higher rates as a result of the facili­
ties covered by the rule. If Federal 
energy policy had allowed us to use 
our own natural gas that we have in 
abundance in that part of the country 
the rates would have been hundreds of 
millions of dollars less. 

The House had language in their 
bill, a so-called megawatt rule, and 
that is a benefit to the State of Missis­
sippi and also the State of Illinois. I 
believe it is there because they have a 
big generating plant in Illinois and I 

think Illinois was well represented on 
the House side. 

0 1350 
That rule does not benefit the Lou­

isiana plant. So Illinois could get the 
benefit of it, the Mississippi plant 
could get the benefit of it, but the 
Louisiana plant could not get the ben­
efit of it. 

And, why not? Well, because one 
could get the benefit of it if the capac­
ity was between 1,109 and 1,149 
megawatts. Well, it just happens that 
the Louisiana plant is 1,104 
megawatts. 

Now, why these numbers? Well, it 
was drawn for the benefit of the Illi­
nois plant. So it was felt that was not 
quite fair. And if people were to be 
permitted to use their tax credits, 
Middle South that needed it worse 
than anybody, where every nickel of it 
would go to the consumers, ought to 
be permitted to share some of the 
same benefits that would go to the 
plant in Illinois. 

Mr. President, with respect to every 
one of these transition rules, any tran­
sition rule that benefits the State of 
Louisiana or anybody in Louisiana, I 
would have no objection to it being ap­
plied generally to others in the same 
situation across the country. 

I told the chairman of the commit­
tee that if something benefited the 
State of Louisiana and could not be 
made applicable to others in the same 
situation, he could take mine out, and 
in some cases he has taken them out. 

All we are asking is that we be treat­
ed somewhat-not as well-but at least 
somewhat along the same fashion as 
the State of Illinois is enjoying with 
their generating plant and the similar 
plant in Mississippi. 

Understand, Middle South will not 
be able to keep a nickel of this, it will 
be passed through to the ratepayers. 
In any event, the company will still be 
paying a tax, they will, however, be 
permitted to reduce a portion of their 
minimum tax by using tax credits 
which the company earned slightly 
earlier. It would just take more time if 
the rule were not included. This per­
mits them to use their credits a little 
sooner than they would be able to use 
it otherwise. 

Mr. METZENBAUM. Mr. President, 
I appreciate the candor of the Senator 
from Louisiana. And, as always, he is 
very candid. It is a fact that Illinois, 
the company in Illinois, gets the bene­
fits, gets carved out and does not have 
to pay the minimum tax. Now, we 
come over to Louisiana and they get a 
carve out from having to pay the mini­
mum tax. 

And the argument is made that they 
have to do that because why should 
they not since illinois has already had 
it? That proves my point. A minimum 
tax was intended as a minimum tax 
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for everybody; not for somebody, but 
for everybody. 

What we have here is the exact 
proof positive of the point that I made 
earlier, and that is that every time you 
start with one exemption from a law 
that has not even been enacted into 
law yet, you carve out one exemption 
after another exemption after an­
other. 

I have said that this was going to be 
an exemption of 50 percent of the 
minimum tax. I was mistaken. As the 
distinguished Senator from Louisiana 
points out, it is 75 percent of the mini­
mum tax. 

Well, why do we not just eliminate 
the minimum tax entirely? What they 
are doing is using that investment tax 
credit, that matter about which so 
much has been said today and yester­
day, and using that in order to keep 
from having to pay taxes. 

Twenty million dollars? The world 
will not come apart, it will not balance 
the budget, but it is just another ex­
ample of one of those provisions in 
these transition rules. 

And this is not a transition rule. 
This is a rule that is made to benefit a 
particular utility. The distinguished 
Senator from Louisiana is kind enough 
to say it will be passed on to the con­
sumers. Fine. I do not know whether 
that is a fact or not, but I accept his 
representation. I am not questioning 
his representation. 

But what about the rest of the 
people in this country? What we are 
really saying is that all the taxpayers 
of the country are going to get togeth­
er-they do not know it-but what, in 
effect, we are doing is all the taxpay­
ers of the country are joining together 
and putting together a little pot so 
that the consumers in Louisiana will 
not be paying those rates that they 
might otherwise be paying. 

Now, my feeling is that actually util­
ity companies do not often reduce 
their rates by reason of special tax 
credits they get. When they have to 
pay higher taxes, they increase their 
rates, but I do not know that they 
very oftentimes reduce those rates. 

But whether they do it or do not is 
not the issue. The issue is why should 
all the taxpayers of this country join 
together and put up a pot of $20 mil­
lion so that one company in Louisiana 
may have an exemption from the min­
imum tax which we have striven so 
hard to bring into being? 

I yield the floor. 
Mr. LONG addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Louisiana. 
Mr. LONG. Mr. President, I yield 

myself 1 minute. 
Mr. President, the bill makes this 

company a minimum taxpayer, so the 
bill creates a problem. 

All this says is, just as relief is pro­
vided to others who would be adverse­
ly affected, some consideration is 

given to the fact that Middle South is 
very adversely affected in a fashion 
that could not be foreseen at the time 
they built these plants. The company 
does not end up keeping one nickel of 
the money. It all goes to the benefit of 
the ratepayers who are going to have 
to pay more than the national average 
anyway because they have these two 
nuclear plants. 

Mr. PACKWOOD. Mr. President, I 
suggest the absence of a quorum and 
ask that it not be charged to either 
side. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

The clerk will call the roll. 
The bill clerk proceeded to call the 

roll. 
Mr. METZENBAUM. Mr. President, 

I ask unanimous consent that the 
order for the quorum call be rescind­
ed. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

The Senator from Ohio. 
Mr. METZENBAUM. Mr. President, 

I am trying to turn back to a number 
of questions that I have for the distin­
guished majority manager of the bill. I 
have been trying to work with him so 
that he may be prepared for the an­
swers. He now tells me that the ques­
tion in connection with AIG/CIGNA 
is one for which he is ready. 

On page 497, AIG/Cigna is handed 
$20 million. I am frank to say I do not 
know what AIG/Cigna is and I cer­
tainly do not know why they are given 
$20 million. 

Will the chairman be good enough 
to so indicate to the Senator from 
Ohio? 

Mr. PACKWOOD. Yes, I will. 
Let me ask one question, if I might. 

When the Senator gave us the transi­
tion rules for Ohio, did you give us all 
the transition rules that people asked 
you for or did you pick and choose 
among them and give us some? 

Mr. METZENBAUM. The answer is 
we did not give you all the transition 
rules people asked us for. We tried to 
discriminate on the basis of what we 
thought were meritorious. If we 
thought a project had been started 
and really was entitled to a transition 
rule, we advised you of it. 

Mr. PACKWOOD. I will answer 
your question on AIG/Cigna-they are 
two companies-but before I do, I have 
a question about Northstar Steel. 
Would that fit into that definition you 
just gave? 

Mr. METZENBAUM. It is a perfect 
example. I went to Northstar Steel the 
other day and what a wonderful exam­
ple of development that is. I was in 
the plant. They took an old plant-! 
think it was Republic Steel, I am not 
sure of the name of which one it was, 
because all of them are closed down in 
Youngstown-they took this beat up 
and battered old company and they 
are spending $80 million of their own 

money in it. They felt they were enti­
tled to be treated on the basis of the 
fact that they had already proceeded 
forward. They have some people work­
ing there digging with derricks. I 
walked through the plant. I got filthy 
walking through the plant. But there 
is a lot of work going on there, and 
that one I am positive is in the transi­
tion. 

0 1400 

Mr. PACKWOOD. That is a very 
valid answer, and based upon your 
judgment and your honest discretion 
you thought this is one that is entitled 
to relief. 

Mr. METZENBAUM. I saw the facts. 
I went there to see for myself. 

Mr. PACKWOOD. Everyone of us 
has exercised I think the same kind of 
judgment you did with Northstar Steel 
in saying this one I honestly think is 
worth it. 

Mr. METZENBAUM. This one I can 
vouch for for the fact that they are 
spending their own money, they are 
operating and moving forward under 
the old law, and it is justified. 

Mr. PACKWOOD. I am not trying 
to quarrel with the fact. I think it is 
justified. That is one of the reasons we 
put it in among the many requests we 
had from the different Senators. We 
put in the Cleveland Dome Stadium. 
As best as I can tell there has not been 
a spoonful of earth ever turned yet for 
the stadium. 

Mr. METZENBAUM. But the fact is 
they have bought a substantial por­
tion of the property, and have demol­
ished buildings where they expect to 
locate. 

Mr. PACKWOOD. I understand 
that. 

Mr. METZENBAUM. They moved 
forward and are spending money. 

Mr. PACKWOOD. The Cleveland 
Dome Stadium is going to be receiving 
about $10 million in transition rule 
bonds, and we know of course who the 
purchasers of the bonds are. They are 
easily the highest 1 percent income 
people in this country. I am thinking 
of what could have been done with 
that $2 million. We could have used 
that $2 million to help 2,000 kids in 
the Head Start Program. Instead, the 
money is being used to save the stadi­
um so we can pay the baseball and 
football players $500 or $1 million, and 
allow the very richest people in this 
country to buy the bonds; instead of 
helping those 2,000 poor little under­
�~�r�i�v�i�l�e�g�e�d� kids in Head Start. 

Mr. METZENBAUM. I have said 
consistently I have no quarrel with 
the legitimate transition rules. But 
when transition rules are put into 
effect for people who are going to buy 
airplanes sometime in the future, that 
is not a transition rule. 
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Mr. PACKWOOD. When transition 

rules are put into effect so people can 
buy bonds who are as rich as the 
people who buy airplanes, I am ques­
tioning the value. 

Mr. METZENBAUM. There is quite 
a difference because transition rules 
relate to those people who have al­
ready taken some action with the un­
derstanding of what the law is. Then 
you change the law, and you want to 
not make the new law provide a penal­
ty. 

I have said to the Senator from 
Oregon not once but 10 times both in 
connection with the original bill and 
in connection with this one that I do 
not have any fault to find with it. I 
have said that publicly on the floor 
more than once today, and yesterday. 

What we are talking about is taking 
care of reaching out and taking care of 
a group of insurance companies, and 
saying they do not have any reason to 
be involved in transition rules. What I 
am talking about is these people 
buying airplanes when nobody knows 
who they are. 

Mr. PACKWOOD. Earlier my good 
friend was talking about the proce­
dures, the secrecy, and the darkness in 
which this was done. 

Mr. METZENBAUM. There is no se­
crecy. 

Mr. PACKWOOD. That is right. 
Mr. METZENBAUM. There is nose­

crecy as far as the four transition 
rules we talked about. 

Me. PACKWOOD. But secrecy only 
in this sense: I will wager that all of 
the transition requests which you got 
you did not have public hearings on 
them, and you decided yourself as to 
which ones you would choose. 

Mr. METZENBAUM. Of course. 
Mr. PACKWOOD. Utterly in the 

dark of the office of the night. How do 
I know who you are trying to favor 
and not trying to favor with your deci­
sion to put them forth quietly and se­
cretly without any publicity. 

Mr. METZENBAUM. There is nose­
crecy at all because we put out press 
releases saying we were asking and we 
were told you were asking for them. 
We never asked you to treat them con­
fidentially. There is a big difference 
when you hand us 400 transition rules 
and nobody ever heard of them. 

Mr. PACKWOOD. I am saying it is 
not much different than what you did, 
you chose among all your constituents 
which ones to favor and which ones to 
disfavor by never submitting the tran­
sition request. That is not a decision 
made in the daylight. That is a deci­
sion you make privately for whatever 
personal reasons you choose to pick 
and choose among the different ones 
you give us. 

Mr. METZENBAUM. I have to re-
spectfully disagree with my colleague 
because those which we asked for we 
feel are justified. We know enough 
about them. 

I said to you, and you have already 
said to me, you do not know the facts 
with respect to many of these. That is 
the reason my question is coming to 
you later in the afternoon because you 
did not know the answer, and I said 
fine. I understand that. 

<Mr. TRIBLE assumed the chair.) 
But the fact is you put your impri­

matur on some of those transition 
rules, an awful lot of them, without 
knowing anything at all about them. 
Middle South Utilities is one we just 
talked about. I have great difficulty in 
understanding how anybody can give 
them an exemption from the mini­
mum tax. I have difficulty with many 
of these others that we are providing 
it for. 

It is my own opinion, if I may re­
spectfully say so, that left to your own 
designs if you had the votes, you prob­
ably would have knocked more of 
them out than are presently on the 
agenda. 

Mr. PACKWOOD. I would probably 
what? 

Mr. METZENBAUM. You would 
probably knock out or eliminate a lot 
more of them. 

Mr. PACKWOOD. I have indicated 
twice before, and I will say again, that 
in making subjective decisions I would 
not be surprised if your office, my 
office, or among our staffs or in the 
Senate or in the House on occasion po­
litical considerations crept in the body 
politic. That is amazing. I realize we 
all cannot be pure. Some of us are 
more pure than others, I guess. 

All we can try to do is make an 
honest decision, as you can, and on oc­
casion you trust somebody else's judg­
ment. On occasion you trust the judg­
ment of DAN ROSTENKOWSKI in the 
House to be a decent human being, 
and by and large they are. It is amaz­
ing. 

Mr. METZENBAUM. Nobody says 
we do not trust the chairman of the 
Finance Committee, or the chairman 
of the Ways and Means Committee. 
That is not the issue. The issue is why 
was all of the secrecy, why was it not 
put up on top of the table, and why 
are we still having difficulty finding 
what it is all about? 

Mr. PACKWOOD. I will tell you 
why all the secrecy. To begin with, I 
was intrigued earlier with what my 
good friend from Ohio said about the 
secrecy. This bill, the original bill, that 
went through the Senate was crafted 
in secret, and passed in secret in the 
Finance Committee. 

Until the bill was finally approved 
by the committee, it was drafted in 
good measure by the staff. My hunch 
is that television cameras were not 
grinding away over their shoulder as 
they drafted and crafted the bill. It 
was done in secret. 

The members of the Finance Com­
mittee then took it up, and in the last 
4 or 5 days we met behind closed 

doors. Do you know what we discov­
ered? When we met behind closed 
doors, every member of the committee 
was willing to vote for what he 
thought was in the public interest, and 
almost every member would come up 
afterwards and say, "BoB, I am glad we 
are doing it this way. If I had to vote 
in public, I would not be able to vote 
against the insurance companies, 
homebuilders, or realtors. I want to do 
what is right for this country." 

It was done in secret. Does that 
make it evil, bad, or terrible that a 
result was reached without the glare 
of lobbyists looking over your shoul­
der. When done in public, we found 
that as soon as you so much as blink, 
out go the telegrams to Members, and 
back come the telephone calls. We dis­
covered that the members would not 
do what is needed to create the best 
Tax Code in 70 years. 

Mr. METZENBAUM. The Senator 
knows that I have indicated many 
times that I intend to support this tax 
bill. But I am talking about not what 
the conference committee did in 
secret. I understand they are having to 
meet without having television cam­
eras glaring, without having all the 
media in, and without having all the 
lobbyists in. 

I am talking about the question of 
the floor, and our knowing about what 
is going on. And that is a totally dif­
ferent proposition. 

Mr. PACKWOOD. Now let us go 
through the process again so we un­
derstand openness versus secrecy. 
From the time the Senate bill passed, 
we received roughly 1,000 requests 
from 94 Senators for additional transi­
tion rules for which we have $1 billion 
to spend. 

I started to cost all of those requests 
out. Finally, they were coming in so 
fast we could not keep up with the 
process. The joint committee did the 
best they could. They could not keep 
up. But my guess is those rules would 
cost somewhere between $10 and $20 
billion. That was totally inadequate. 

I did not sit down and go through all 
1,000-plus requests one by one, nor did 
I try to hold the public hearing on all 
1,000 of them. Even if I could give the 
witnesses 10 minutes each, there 
would be 10,000 witnesses, and 100,000 
minutes. 

So what we did is say to the staff, 
"Here are the rules by which transi­
tions are to be selected. Try to avoid 
violating those rules." By and large 
they were successful. We asked them 
to try to pass on the merits of the rest. 

We divided up the total amount of 
money that we agreed would be used 
for transition. 

The House had more money than 
the Senate because the Senate had 
spent more money initially than the 
House had. We accepted the House re-
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quests and they ours, so long as they 
did not violate the agreed-upon rules. 

0 1410 
Mr. METZENBAUM. I want to 

repeat, that the Senate had spoken 
with your approval because it would 
not be passed without your approval, 
that when you came back from the 
conference committee you would tell 
us the name of the company involved, 
the reason for the special or the 
unique treatment, and the cost. That 
was dropped out summarily at the con­
ference committee. I want to point out 
that this did not say the House has to 
be informed. This was the Senate 
which wanted to be informed. It was 
the sense of the Senate that this 
should be continued in the conference 
report. We were to be informed about 
it. 

I say the House has its way of con­
ducting their business. We have not 
been able to get the facts. 

Now let me permit the chairman of 
the Finance Committee to respond. 

Mr. PACKWOOD. AIG/Cigna are 
two companies, although we refer to 
them as hyphenated. The rule applies 
to reinsurance among related corpora­
tions. The rule results in termination 
of the reinsurance contracts in many 
cases, since there will no longer be tax 
advantages. Many of these reinsurance 
contracts have been in place for many 
years. This is a 3-year phasein that 
will give a small transition period to 
help the companies restructure their 
business. 

To the best of our knowledge, these 
are the only two companies affected. 
We rifle shot these two companies so 
that we did not inadvertently open up 
a generic rule that other companies 
would take advantage of. 

Mr. METZENBAUM. Am I correct 
that these two companies are not 
American companies, or that the 
home offices are not located here? 

Mr. PACKWOOD. Their home of­
fices are in Philadelphia and New 
York. 

Mr. METZENBAUM. Are they not 
foreign owned? 

Mr. PACKWOOD. No. 
Mr. METZENBAUM. Is it not a fact 

that they engage in considerable off­
shore activities? 

Mr. PACKWOOD. Yes, that is cor­
rect, as do many other insurance com­
panies. 

Mr. METZENBAUM. Are they not 
engaged in offshore activities which 
would be tax havens involving their fa­
cilities? 

Mr. PACKWOOD. Most of the risks 
that they insure are in major Western 
European countries. 

Mr. METZENBAUM. That was my 
understanding, that they were really 
primarily a company dealing with for­
eign operations rather than American. 
It was my understanding that they 
were foreign owned. 

Mr. PACKWOOD. I hope my good 
friend is not implying that American 
companies should not do business 
abroad. 

Mr. METZENBAUM. I am not sug­
gesting that at all. 

I did not quite follow what the Sena­
tor was saying. What are they being 
exempted from? 

Mr. PACKWOOD. They would be 
taxed currently on their foreign tax­
able income rather than receiving the 
deferral as under present law. We gave 
them a 3-year transition to phase in 
the new tax law. 

Mr. METZENBAUM. So that is the 
$20 million cost? 

Mr. PACKWOOD. The net cost of 
all of these transition rules is about 
$10.6 billion. Some of them are quite 
expensive. Here is one for $71 million. 
Some are less than $100,000 in some 
cases. 

Mr. METZENBAUM. But this par­
ticular company would pick up $20 
million. 

Mr. PACKWOOD. That is ·corrrect. 
Mr. METZENBAUM. Is the chair­

man of the Finance Committee pre­
pared for additional questions? 

Mr. PACKWOOD. I will request a 
quorum call and find out. 

Mr. President, I suggest the absence 
of a quorum, and I ask unanimous con­
sent that the time not be charged to 
either side. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

The clerk will call the roll. 
The bill clerk proceeded to call the 

roll. 
Mr. PACKWOOD. Mr. President, I 

ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

Mr. PACKWOOD. Mr. President, if 
the Senator from Ohio wants to go on 
to the Willard Hotel, we are ready. 

The PRESIDING OFFICER. The 
Senator from Ohio is recognized. 

Mr. METZENBAUM. Mr. President, 
under the transition rules, the Willard 
Hotel is given an exception not only 
from a new rule contained in this bill, 
but from a limitation enacted in 1982. 

The question is: A, what will this 
provision cost the Treasury? B, why 4 
years after the 1982 enactment do we 
go back and change the rule for one 
developer? 

It is certainly hard to make the ar­
gument that we did it in order to help 
him with his development, since the 
development is already in place and 
finished. 

Mr. PACKWOOD. You are right 
about the 1982 law. That changed the 
rehabilitation tax credit but it grand­
fathered all existing binding contracts. 
There was a binding contract on the 
Willard at the time. They had not 
even started their internal demolition 
and reconstruction of the hotel. How­
ever, grandfathering also required 

that the project be completed by Jan­
uary 1, 1986. 

As most of us are aware, the Willard 
was a huge rehabilitation project. It 
encountered qelays with the District 
of Columbia's traffic designers. It 
slowed down construction through no 
fault of the Willard. 

Because of the size of the project 
and the delays, the Willard was not 
opened until the last few weeks. The 
transition rule merely extends the 
date by which the project would have 
been completed. 

Mr. METZENBAUM. I accept that 
explanation. I think, frankly, it is one 
of the more logical explanations, 
meaning no disrespect for the previous 
ones. 

I would say it is more justified. It 
sounds as if they were delayed for rea­
sons beyond their control. I see no ob­
jection to doing that. I appreciate the 
answer. 

Mr. PACKWOOD. I am advised that 
this involves approximately $1 million. 

Mr. METZENBAUM. Is the Senator 
from Oregon prepared with respect to 
any of the other questions? 

Mr. PACKWOOD. Mr. President, I 
suggest the absence of a quorum and 
ask unanimous consent that it not be 
charged to either side. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. The 
clerk will call the roll. 

The bill clerk proceeded to call the 
roll. 

Mr. PACKWOOD. Mr. President, I 
ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. 

Mr. METZENBAUM. Mr. President, 
page 194 contains a rule regarding an 
air carrier merger. It is an air carrier 
merger about which we have heard a 
good deal. The transition list identifies 
the beneficiaries as Texas Air and 
Eastern. It cost $4 7 million. 

Let us be realistic about it. The 
Texas Air-Eastern merger has been in 
the works for a long time and it is 
going forward. In fact, it is just about 
finalized. 

Why are we now saying to them, 
here is a gift of $47 million from the 
U.S. taxpayers? 

That is beyond me. They make their 
deal. There is no reason to retroactive­
ly make this kind of adjustment. It 
seems to me that we are just giving 
away money. They knew the tax bill 
was being changed. They knew what 
the new law was going to be. They did 
not say that their deal was condi­
tioned upon Congress doing some­
thing. 

They knew all about it. They intend­
ed to proceed and did proceed. Under 
the circumstances, I have great diffi­
culty understanding why the confer­
ence committee decided, on this very 
highly publicized merger, which Texas 
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Air and Eastern have been working so 
hard to put through-all of a sudden, 
we say congratulations and as a token 
of our recognition of what you have 
done for yourselves, we will give you 
$47 million. 

I say to my distinguished colleague 
that my time is beginning to run 
down. I am not asking him to use his 
time, but I shall yield him 3 minutes 
to respond. Beyond that, I ask him to 
use his own time. 

Mr. PACKWOOD. I thank my col­
league. 

This transition rule was put in by 
the House. It grandfathers the merger 
of Texas Air and Eastern from the 
new limitations on the net operating 
loss where a loss company is acquired. 

Of course, Eastern is a company 
with significant net operating losses. 
The new rules go into effect on Janu­
ary 1, 1987. The merger transaction 
was in process on July 17, 1986, but it 
cannot be completed before March 
1987-again through no fault of the 
two airlines. So they are caught in this 
transition period. So we gave them the 
transition. 

Mr. METZENBAUM. Though it is 
the fact that the January 1, 1987, 
deadline is there, it is a fact that re­
gardless of what the conference did, 
they would have been able to use the 
net operating loss carryforward. They 
did not need any special tax legislation 
for that. 

It is my understanding that the Sen­
ator's amendment provides for some 
special tax treatment. The net operat­
ing loss carryforward I understand. 
That is an accepted accounting prac­
tice. But I believe as I read this-and 
the Senator might clarify it for me if I 
am wrong-this gave them some spe­
cial tax treatment that did not have to 
do with the fact they had a net operat­
ing loss carryforward at Eastern. 

As I understand this rule, my staff 
tells me that this provision exempts 
them from the provision that is in this 
bill that precludes a company buying 
up a net operating loss carryforward 
and using it against its own income. 

Mr. PACKWOOD. The new rules go 
into effect on January 1, 1987. Because 
this merger will not be concluded until 
March, we simply exempted them 
from that January 1 date. We did not 
create any new rules or change any re­
sults. We simply exempted them from 
the January 1 deadline. 

Mr. METZENBAUM. The point I 
made previously is they knew what 
was in the tax bill. They did not know 
what would be in the conference 
report. 

The PRESIDING OFFICER. The 3 
minutes yielded by the Senator have 
passed. 

Mr. METZENBAUM. This will be 
my own time. 

Mr. President, they knew what was 
going on and they never said, "Our 
deal is conditioned upon getting this 

special provision." As a matter of fact, 
it is certainly a very well publicized 
fact that Texas Air was trying in every 
way possible to complete the deal we 
are concerned with but they could not 
complete it. Eastern wanted very 
much to complete the deal. So we did 
not need to give them the $47 million. 
That is the thing that concerns me. 

I understand in some situations-the 
Senator told me before that the 
Morgan Guaranty building, if they did 
not do it before a certain date the 
company might have left the area and 
that would not be in the public inter­
est. That is a fact neither the Senator 
nor I knows. But the fact is that this is 
the argument. But here is a company 
moving forward, making the deal. 
There is no indication that they would 
not have made the deal and would 
have affected any particular public in­
terest for them to make the deal. 
They wanted to make the deal and 
wanted to go forward. Why give them 
$47 million? 

Mr. PACKWOOD. They made the 
deal, as the Senator calls it, on July 17 
hoping to complete it this year. They 
did not complete it this year. On July 
17, there had been no conference. The 
bill had passed the House, had passed 
the Senate. There was no conference 
on July 17. 

Were they running a risk? Yes, they 
were running a risk. They were not 
able to complete the deal through no 
fault of their own. 

It is not unlike the Willard Hotel. 
They thought they would be done by 
January 1, 1986. They were not. These 
two companies thought they would be 
done with their merger by January 1, 
1987. They will not be. 

Mr. METZENBAUM. I do not think 
it is quite comparable to the Willard 
Hotel situation, but suffice it to say 
that I do not think that was good 
judgment or a good use of the taxpay­
ers' money. But I am not going to be­
labor the point. 

Is the Senator from Oregon pre­
pared to discuss some of the other 
areas I would like to inquire about? 

Mr. PACKWOOD. Johnson & John­
son. 

Mr. METZENBAUM. Mr. President, 
page 489 of the bill provides Johnson 
& Johnson $38 million in benefits. 
What rule is Johnson & Johnson 
being exempted from and what public 
interest is served? I yield the Senator 
from Oregon 2 minutes of my own 
time. 

Mr. PACKWOOD. The administra­
tive expenses are not allocated to for­
eign sources if you can trace them to a 
U.S. corporation. Therefore, a multi­
national corporation would not have 
to allocate the funds paid in the 
United States to foreign sources if 
they can show it belongs to a U.S. op­
eration. Johnson & Johnson has for­
eign and domestic operations. They 
use separate corporations, but they 

cannot trace the expenses. Therefore, 
they need a phase-in that would allow 
them to show their actual tracing. 
Therefore, we gave them a 3-year 
phase-in to make that allocation. 

Mr. METZENBAUM. Is that part of 
the Johnson & Johnson operation in 
Puerto Rico? 

Mr. PACKWOOD. No. 
Mr. METZENBAUM. Is it not a fact 

that if we make this rule for Johnson 
& Johnson, we open up a Pandora's 
box of other companies who ask for 
similar treatment because many other 
companies conduct their business in a 
similar manner? 

Mr. PACKWOOD. No, Mr. Presi­
dent, I do not think so. In the tax 
reform bill, we have a tracing provi­
sion. If you can trace your expenses, 
then you do not need this rule. John­
son & Johnson cannot at the moment 
trace and they needed the time to sep­
arate the two operations. 

Mr. METZENBAUM. They will get 
$38 million over what period of time? 

Mr. PACKWOOD. Three years. 
Mr. METZENBAUM. I just have to 

say, is that not their problem? When 
we start to make tax laws to accommo­
date the variety of business methods 
that are used by various corporations, 
do we not find ourselves in the posi­
tion eventually of writing tax bills all 
with rifle-shot intent to take care of 
Johnson & Johnson and PDQ and 
XYZ and every other company? That 
is part of the problem the Senator 
from Ohio has with these transition 
rules, that these are rifle-shot provi­
sions, taking care of a company or two 
companies-in the case of insurance 
companies, 15 companies. What this 
does is wind up subsidizing their for­
eign operations. That is one of the 
most defective aspects of it. 

Mr. PACKWOOD. My good friend 
cannot have it both ways. He says the 
problem is he does not like the rifle­
shot picking up one company. He does 
not mind asking us for Bowling Green 
solid waste disposal facility or the 
Zimmer coal plant. These are all rifle­
shot for companies in the Senator's 
State. 

Mr. METZENBAUM. Just so we do 
not get the record confused, I did not 
ask for all of those. In fact, until the 
Senator mentioned them-I did not 
ask for Zimmer. Did the Senator say 
Bowling Green? 

Mr. PACKWOOD. Bowling Green 
solid waste disposal facility. 

D 1430 
Mr. METZENBAUM. I have no 

recollection of having asked for that. 
In fact--

Mr. PACKWOOD. Does the Senator 
want to see the letter he sent? 

Mr. METZENBAUM. I have no 
recollection. Sure, I would like to. 
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Mr. PACKWOOD. Does the Senator 

want to see the letter that he sent 
asking for it? 

Mr. METZENBAUM. In conference? 
Mr. PACKWOOD. Yes. 
Mr. METZENBAUM. Maybe I did. 

But I have no recollection of that. 
Mr. PACKWOOD. Let me read it if I 

might. "March 13, 1986, Dear Bob. I 
have enclosed a copy of a letter that I 
received from the city of Bowling 
Green, OH. Last year the city enacted 
legislation," and so on. And then you 
asked to be grandfathered. "Sincerely, 
HOWARD METZENBAUM." I would hope 
the Senator knows the transition rules 
he asked for. 

Mr. METZENBAUM. I guess, if the 
Senator just read that letter, I passed 
the letter on to him. I do not see any­
place where I requested it, did I? 

Mr. PACKWOOD. Oh, yes. 
Last year the city enacted legislation au­

thorizing the issuance of industrial develop­
ment bonds to construct a facility to control 
air pollution and to dispose of solid waste. 
The city has asked to be grandfathered 
from any provisions which would impair 
their ability to market these bonds in 1986. 

Your consideration to their request is 
greatly appreciated. 

I assume that you wanted me to act 
favorably. 

Mr. METZENBAUM. That is a fair 
interpretation. I agree with that. I 
have no recollection. Unquestionably, 
the Senator is right. I sent the letter. 
But the point is that is not the same 
as this. 

Mr. PACKWOOD. That is a rifle­
shot for the Bowling Green bonds. 

Mr. METZENBAUM. I understand it 
is a rifle-shot but now the Senator is 
addressing himself to the rifle-shot. I 
am talking about the fact that-we are 
talking about transition rules. Transi­
tion rules are supposed to take care of 
the very situation we had there in 
Bowling Green, although I had no 
recollection of it when the Senator 
mentioned in on the floor a moment 
ago, but they obviously were on their 
way on the project. That kind of rifle­
shot I understand. Here you are taking 
a company-and the rifle-shot I am 
talking about is you are saying "Well, 
their accounting procedures don't pro­
vide for them to have separate ex­
pense accounts for their employees, 
between their foreign operations and 
their domestic corporations. There­
fore, let's give them a break." 

Mr. PACKWOOD. Let us talk about 
the rifle-shot. The Senator is critical 
of the fact that we have put into this 
bill some transition rules from the 
House that I took on the Houses word, 
and that we were not familiar with 
every one of them. The Senator from 
Ohio does not even know that he 
asked for one for his own city. If he 
does not know what he asked for for 
himself, what kind of a standard is he 
holding the rest of us to? 

Mr. METZENBAUM. As a matter of 
fact, I was not critical of the Senator 

from Oregon for taking those from 
the House. I said I thought we were 
entitled to know what the facts are. 
That is what I said. 

Mr. PACKWOOD. Right. 
Mr. METZENBAUM. Stay with that. 
Mr. PACKWOOD. Then a moment 

ago the Senator was saying, "That is 
the trouble with the transition rules, 
they're rifle shots; you are picking out 
one," just as his requests are picking 
out one. You cannot have it both 
ways. 

Mr. METZENBAUM. The fact is you 
can, and there is a rationale, and the 
rationale is that when a company such 
as Willard Hotel had moved along and 
had used the old law and could not 
finish, I found no objection to that. 
And I find no objection to many of 
these others where there are compa­
nies that have actually moved along: 
Johnson & Johnson got special treat­
ment. Johnson & Johnson did not 
move along. Johnson & Johnson had a 
different kind of accounting proce­
dure, and so you took care of it. And 
that is what I object to. That is the 
kind of rifle shot to which I object. 

Mr. PACKWOOD. Johnson & John­
son had an accounting procedure that 
was used under the present law. We 
then changed the law. 

Mr. METZENBAUM. Right. 
Mr. PACKWOOD. We changed the 

law. 
Mr. METZENBAUM. OK. 
Mr. PACKWOOD. So we are saying, 

"Johnson & Johnson, you have relied 
upon the law, and your accounting 
procedures have followed the law. We 
are now going to change the law." And 
they said, "Give us some time, then, to 
comply with the new law." 

Mr. METZENBAUM. Let me just 
ask my distinguished colleague, why 
did you pick out 15 insurance compa­
nies and take care of them specially 
for $119 million without doing it for 
all companies? And what was there 
about these 15 companies that made 
them special that they should get $119 
million? Every time we have had a tax 
bill on the floor, the insurance compa­
nies have received special treatment, 
special treatment. And they take ads 
in the newspapers telling us that we 
ought to balance the budget, it is our 
obligation and we ought to be respon­
sible Americans. They take ads in the 
Washington Post telling us what we 
should do. Now they get $119 million 
given to them as a gift. 

Mr. PACKWOOD. This is a very 
valid criticism that the Senator from 
Ohio can help alleviate-! mean we 
can alleviate the problem that the 
transition rule helps only these 15 
companies. This was perhaps the last 
or next-to-the-last transition rule that 
Congressman ROSTENKOWSKI and I 
agreed to at 3 o'clock or 4 o'clock in 
the morning. And I must confess that 
on this one I made a mistake. I 
thought the request related to one 

company in which the chairman of the 
Ways and Means Committee was inter­
ested. He said, "Bob, this is critical to 
me and it is critical to the person that 
I am asking for." He named it. I said, 
"Mr. Chairman, I will give it to you." I 
did not know at the time that it relat­
ed to 15 companies, 15 of the largest­
! thought it was one-15 of the largest 
insurance companies. This transition 
issue would be much better handled by 
a generic rule because what you have 
is 15 of the largest insurance compa­
nies getting transition relief on what 
are called deep discount bonds. I think 
they buy about 70 percent in the coun­
try, but you perhaps have thousands 
of small insurance companies that buy 
the other 30 percent that are not cov­
ered. I think the rule ought to be 
changed and it ought to be made ge­
neric. I am going to suggest, when we 
have the concurrent resolution, that 
we take care of it technically. 

Mr. METZENBAUM. But under this 
provision their taxes would be reduced 
from 34 to 28 percent; is that correct? 

Mr. PACKWOOD. I will take the 
Senator's word on that. I am not sure. 

Mr. METZENBAUM. The profits on 
these particular bonds? 

Mr. PACKWOOD. Under the gener­
ic rule, that is correct. 

Mr. METZENBAUM. Under the-­
Mr. PACKWOOD. Under the bill, . 

that is correct. 
Mr. METZENBAUM. Under the bill, 

that is correct. 
Mr. PACKWOOD. Under the gener­

ic rule that we have, it would be 32 
percent. 

Mr. METZENBAUM. It would go 
from 34 to 32 percent. 

Mr. PACKWOOD. Right. 
Mr. METZENBAUM. I do not think 

it ought to go from 34 to 32 but it is 
less and I gather that that would be 
revenue equal is what the Senator is 
saying? 

Mr. PACKWOOD. What we would 
do is extend the transition rule to all 
the insurance companies in the coun­
try, but raise the rate so that we don't 
lose additional revenue. 

Mr. METZENBAUM. I ask my col­
leagues from Oregon whether or not 
there are other areas to which he is 
prepared to respond at this time? I do 
have a number of other questions. 

Mr. PACKWOOD. Mr. President. 
The PRESIDING OFFICER. The 

Senator from Oregon. 
Mr. METZENBAUM. Just a minute. 

I have the floor. 
Mr. PACKWOOD. I am not quite 

prepared to respond right now. 
The PRESIDING OFFICER. The 

Senator from Ohio does indeed have 
the floor. 

Mr. METZENBAUM. Pardon. I have 
the floor? 

The PRESIDING OFFICER. Yes. 
That is correct. 
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0 1440 Mr. METZENBAUM. Mr. President, 

I ask unanimous consent that I be per­
mitted to yield the floor to the Sena­
tor from Minnesota for such limited 
time as he thinks advisable, provided 
that that time is charged against 
someone other than myself and that 
the Senator from Ohio be recognized 
immediately thereafter in order that I 
may proceed. 

Mr. PACKWOOD. I object. 
The PRESIDING OFFICER. Objec­

tion is heard. Who yields time? Who 
yields time? 

Does the Senator from Ohio yield 
the floor? Who yields time? 

Mr. PACKWOOD. Who has the 
floor? 

The PRESIDING OFFICER. The 
Senator from Ohio still has the floor. 

Mr. METZENBAUM. Mr. President, 
does the Senator from Oregon object 
to my yielding the floor in order that I 
may regain it at a later point? 

Mr. PACKWOOD. Yes. 
Mr. METZENBAUM. Mr. President, 

how much time does the Senator from 
Ohio have remaining? 

The PRESIDING OFFICER. The 
Senator from Ohio [Mr. METZENBAUM] 
has 45 minutes and 14 seconds remain­
ing. 

Mr. METZENBAUM. Is it not the 
fact that if the Senator from Ohio and 
the Senator from Louisiana and the 
Senator from Oregon and the Senator 
from Arizona and the Senator from 
Montana and perhaps some other Sen­
ators as well use up all their time, we 
will go beyond the hour of 4 o'clock? 

The PRESIDING OFFICER. That is 
indeed the case. 

Mr. PACKWOOD. Is that a ruling of 
the Chair? 

Mr. METZENBAUM. I want to clari­
fy that for the Senator. 

Mr. PACKWOOD. I do, too, because 
it is my understanding that we vote at 
4 o'clock no matter what. 

Mr. METZENBAUM. The Senator 
from Ohio and the Senator from 
Oregon are not in disagreement on 
that. 

. The PRESIDING OFFICER. If the 
Senators will be silent for a moment, 
the vote will come on at 4 o'clock. The 
Chair will simply state the fact there 
has been more time allotted than the 
clock will allow. 

Mr. PACKWOOD. I apologize to the 
Chair. Thank you very much. 

The PRESIDING OFFICER. Now, 
who yields time? 

Mr. DANFORTH addressed the 
Chair. 

Mr. METZENBAUM. Mr. President, 
I think I have the floor. 

The PRESIDING OFFICER. The 
Senator from Ohio does indeed have 
the floor. 

Mr. METZENBAUM. Mr. President, 
I ask unanimous consent that I be per­
mitted to yield to the Senator from 
Missouri for the purpose of making a 

parliamentary inquiry without my 
losing my right to the floor. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. The Senator from Mis­
souri. 

Mr. DANFORTH. Mr. President, I 
thank the Senator from Ohio. 

The PRESIDING OFFICER. On 
whose time should that apply? 

Mr. METZENBAUM. On the unex­
pired time. On the time of all the par­
ties if we have time left. 

The PRESIDING OFFICER. Is 
there objection? 

Mr. PACKWOOD. I object. 
The PRESIDING OFFICER. Objec­

tion is heard. 
Mr. METZENBAUM. I yield 1 

minute of my time to the Senator 
from Missouri. 

The PRESIDING OFFICER. With­
out objection, it is so ordered. The 
Senator from Missouri. 

Mr. DANFORTH. Mr. President, at 
the hour of 4 o'clock would a point of 
order be in order? 

The PRESIDING OFFICER. It 
would. 

Mr. DANFORTH. And would a point 
of order be in order at any time prior 
to 4 o'clock? 

The PRESIDING OFFICER. It 
would not. 

Mr. DANFORTH. So even if all time 
has expired and it is 4 o'clock, at that 
point a point of order would be in 
order but it would not be in order 
prior to 4 o'clock? 

The PRESIDING OFFICER. That is 
correct. 

Mr. DANFORTH. I thank the Chair 
and I thank the Senator from Ohio. 

The PRESIDING OFFICER. The 
Senator from Ohio [Mr. METZENBAUM]. 

Mr. METZENBAUM. Mr. President, 
I ask unanimos consent that I be per­
mitted to yield 3 minutes to the Sena­
tor from Nebraska and 3 minutes to 
the Senator from Minnesota, with the 
understanding that immediately 
thereafter, on my time, the Senator 
from Ohio would accorded recognition. 

Mr. PACKWOOD. I object . 
The PRESIDING OFFICER. Objec­

tion is heard. 
Mr. METZENBAUM. May I just in­

quire of the Senator from Oregon the 
reason for his objection? I have a 
number of questions that I hope to 
submit to you. About 1 V2 or 2 hours 
ago, I made them available to you and 
your staff. I have been trying to with­
hold asking those questions so that 
you might have time to prepare for 
the answers. Under the circumstances, 
I will just go ahead and ask the ques­
tions at the present time. The Sena.tor 
can just say, "I don't have the 
answer," and that is perfectly agree­
able. But the fact is that I am trying 
to be cooperative with the Senator 
from Oregon and am having difficulty 
achieving that objective. 

Mr. PACKWOOD. The problem is 
that under the unanimous-consent 
agreement, there is about 5% or 6 
hours on your side and 1 V2 hours on 
ours, and I am not going to allow you 
to take the floor back whenever you 
want, and not be able to give time to 
some of my Members. 

Mr. METZENBAUM. I just offered 
to give him equal time with the Sena­
tor from Nebraska. I offered 3 minutes 
to the Senator on your side and 3 min­
utes to the Senator on this side, on my 
time. 

Mr. PACKWOOD. But then you 
want the time back, and if I have two 
or three Senators who want to speak, 
you have the time. So I object. 

Mr. METZENBAUM. Then, Mr. 
President, I do not yield the floor, and 
I will continue. 

I ask the Senator from Oregon if he 
can explain to me the item on page 73 
of the bill which exempts a project of 
250,000 square feet: 
... a formal Memorandum of Understand­
ing relating to development of the project 
was executed with the city on July 2, 1986, 
and the estimated cost of the project is 
$18,186,424. 

The question I have is, what project 
is this? Is that all that has tran­
spired-a memorandum of understand­
ing signed after the House and the 
Senate passed the bill, or was it signed 
while it was in conference, and why is 
this project being afforded special 
treatment? 

I yield 2 minutes to the Senator 
from Oregon, on my time, in order 
that he might respond. 

Mr. PACKWOOD. This is another 
project that was put in by the House, 
paid for by the House, and .did not vio­
late any of the five or six principal 
rules we laid down with respect to pas­
sive losses. It is the Holland, MI 
project; it involves retail stores in the 
downtown area. There was a memo­
randum of understanding on the 
project executed with the city on July 
2. 

Mr. METZENBAUM.1986. 
Mr. PACKWOOD. 1986. It has been 

under development for some time, and 
it is consistent with other rules. The 
transition rule results in a $1 million 
revenue loss. 

Mr. METZENBAUM. I ask the Sena­
tor from Oregon a question concerning 
a project in my own State-which of 
course does not make it right or 
wrong. 

There is an insurance company ·in 
the southern part of the State known 
as the Western and Southern Life In­
surance Co. They receive a $10 million 
benefit. That is described on page 799 
of the bill, part of the so-called "Tech­
nical Corrections" title to the bill, 
making technical corrections for 
changes enacted in 1984. But the 
change is not technical at all. It gives 
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Western and Southern $10 million, 
and it is only fair to point out that 
that is over and above the amount 
that was given away to that same com­
pany in 1984 with a provision along 
the same line. 

My question is, Why is this provision 
in the "Technical Corrections" part of 
the bill, and why is it in at all? 

I yield 2 minutes of my time to the 
Senator from Oregon. 

Mr. PACKWOOD. The bill amends a 
1984 Act transition rule. The 1984 act 
imposed a new tax on mutual life in­
surance companies. The tax is based 
upon how much surplus a company 
has. The 1984 act had a transition rule 
for companies that had very large sur­
pluses, so that the new tax would not 
hit them too hard right away. 

Western and Southern Life Insur­
ance Co., got such a transition rule. 
The rule did not give them the right 
amount of transition relief. The tax 
reform bill corrects the 1984 transition 
rule. Both the House bill and the 
Senate bill did it. The House, however, 
gave Western and Southern additional 
relief in conference. They wanted to 
add it, and they paid for it with their 
portion of the transition money. 

Mr. METZENBAUM. I thank the 
Senator. 

I would like to talk for a moment 
about the usage by the Senator from 
Oregon of the phrase that he has 
called upon a number of times today­
that "they paid for it," meaning that 
the House paid for it out of its $2.3 bil­
lion. I think that is the correct 
number, and we had $1 billion to be al­
located around. 

The House did not pay for it. The 
Senate does not pay for it. The tax­
payers of this country pay for it. Let 
us not kid ourselves. The people who 
are paying for these giveaways cannot 
be called "the House," cannot be 
called "the Senate." We do not pay for 
anything. We spend somebody else's 
money. We spend the taxpayers' 
money. 

Everytime we give $10 million or $20 
million or $200 million in a tax benefit 
to this company or that company, we 
are digging into the pockets of the rest 
of the taxpayers of this country and 
saying, "You've got to pay for it. It's 
your obligation to cover those costs." 

For us to be talking about "They 
paid for it," in my opinion, is a misuse 
of the verb or maybe the pronoun. I 
guess it is the pronoun that is being 
misused. They did not pay for it. The 
taxpayers of this country paid for it. It 
is their money that is being spent, and 
do not ever kid yourself about that. 

If we had $10 million more, we could 
expand day-care services for 40,000 
poor children so that their mothers, 
who are on AFDC, could work, so that 
they could go out and eam money and 
get out of the poverty trap. $10 mil­
lion! But you try to get some of my 
colleagues in this body to come up 

with that $10 million so that the 
mothers of 40,000 poor children, who 
are on AFDC, can get a chance to 
work and earn some money and get off 
poverty and be productive on their 
own. In no way can that occur. 

So I say to my colleagues, do not tell 
me about the House paying for it or 
the Senate paying for it. The people 
paying for it are the taxpayers. 

Mr. BOSCHWITZ. Mr. President, 
will the Senator yield for a question? 

I ask my friend from Ohio: There 
are some of us who would like to make 
short statements with respect to the 
bill. I know that the Senator from 
Ohio has the right to the time and 
that the distinguished chairman of 
the Finance Committee has a right to 
some time. But I wonder if both would 
agree to allow Senators to speak about 
the bill. Some of us have not ex­
pressed our viewpoints on the floor, 
and we would release the floor. I see 
the Senator from Nebraska is here and 
perhaps others. 

Mr. METZENBAUM. I have at­
tempted to do that, and under the pro­
VISions I mentioned previously, I 
would still be willing to do it. 

0 1450 
But absent that I intend to proceed 

forward. 
Mr. BOSCHWITZ. As the Senator 

knows, he has roughly 40 minutes or 
so, and the Senator from Oregon has 
30 minutes or so, and the Senator 
from here and there have 8 or 10 min­
utes, but at 3:30 p.m. Senator LONG is 
going to be recognized and then the 
opportunity for those of us who would 
like to speak a short time about the 
tax bill, about the general impression 
of what is right or wrong about the 
tax bill, will have evaporated. 

Mr. METZENBAUM. Mr. President, 
I ask unanimous consent that I may be 
permitted to yield 3 minutes to the 
Senator from Minnesota, 3 minutes to 
the Senator from Nebraska and 3 min­
utes to any other Senator on the floor 
on my time provided at the conclusion 
of their remarks the Senator from 
Ohio be recognized. 

The PRESIDING OFFICER. Is 
there objection? 

Mr. PACKWOOD. I object. 
The PRESIDING OFFICER. Objec­

tion is heard. 
Mr. BOSCHWITZ. I say to my 

friend from Ohio he is perfectly 
within his rights. As you can see he 
controls the time to 3:30 p.m., but 
then he will lose the floor under a pre­
existing agreement, but he will effec­
tively preclude other Senators from 
speaking. Why can he not just allow 
Senators to go back and forth while he 
controls the time? 

Mr. METZENBAUM. Mr. President, 
I wish to proceed forward. 

Mr. President, I ask the Senator 
from Oregon that on page 85 of this 
bill Campbell Soup Co. in Pennsylva-

nia and California is granted relief for 
"property or limited amount of prop­
erty set forth in submission before 
September 16, 1986." 

I am trying to say I do not under­
stand what that provision means. I do 
not understand what property it is. I 
do not know what it means. I practiced 
law for a long time. I do not under­
stand what it means "set forth in sub­
mission." Nor do I understand why 
Campbell Soup receives a benefit for 
that provision. 

I am prepared to yield 2 minutes to 
the 
























































































































































































































































































































































































































































































































